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|. Plan Design Proposal

Summary

At the April 2, 1998 neeting of the Teachers' Retirenent Board
(Board), a conprehensive review of the current Defined Benefit Plan
(DB Plan) and the adequacy |evels of those benefits were updated
and presented to the Board. Staff identified potential weaknesses
with the current plan and provided conparisons wth other
retirement systens benefit levels as well as a conparison of
contribution rates. No recommendations were nmade at that tinme and
no action was taken; however, staff was directed to provide the
Board with alternatives for inproving the STRS DB Plan and to
recommend appropriate funding to acconplish the alternatives. The
followwng criteria, as directed by the Board, was taken into
consideration in devel oping the alternatives.

- Provide alternatives for normal retirenment age at both 60 and 65

- An adequate target replacenent ratio should be between 80-85
per cent

- Enpl oyees should share in the responsibility to attain the
target replacenment ratio

- A plan design should acconplish both retention and adequacy, if
possi bl e

The Board al so requested that staff consider a Deferred Retirenent
Option Program (DROP) to achieve the above objectives as one
al ternative.

- Denonstrate at |east two specific DROP proposals for the
Board's consi deration: - one that is cost neutral and
one that has an increased cost with an increased benefit.

Staff has conducted consi derabl e research and analysis in an effort



Update on State Legislation - Item 8a
May 7, 1998
Page 2

to acconplish the above direction. Following is a discussion of
t he net hodol ogy used to arrive at conclusions and reconmmendati ons

for the Board's consideration and action. |In addition, staff has
updated, revised and included several of the matrices from the
April, 1998, Board neeting for the Board' s information and

reference. Attachnents 1-5.
Attachnment 1 is Matrix of Cost of proposed Benefit |nprovenents.
Attachment 2 is Matrix of |Increased Benefit.

Attachnment 3 is PERS Conparison of Tier |, Mdified Tier | and
Tier 11.

Attachment 4 is STRS/ PERS Conpari son

Attachnent 5 is Qutline of Current Funding Sources and Vari abl es.
Staff will briefly update the Board on this information.

Di scussi on

As we have discussed previously, there has been considerable
conpari son of benefits between those provided by PERS and those
provi ded by STRS. STRS is often criticized for its inferior
benefit when conpared to the PERS Tier 1 or school classified
menbers who essentially have the Tier 1 level of benefits. | t
shoul d be noted, however, that the current PERS plan for state
m scel | aneous nenbers, Tier |1, is a reduced |evel of benefits
particularly if utilized as a defined benefit plan for a career
enpl oyee. Therefore, negotiations are underway to provide an
i nproved | evel of benefits to state m scell aneous nenbers. This
proposed plan is referred to as the Modified First Tier (MT).

Staff has prepared two conparison charts for the Board that provide
a conprehensi ve conpari son between the STRS DB Pl an and PERS Ti er
|, Tier Il and the MFT (Attachnents 3 and 4). You will see that
the MFT is very simlar to the current STRS DB Plan with a couple
of notable differences, particularly the cost-of-Iliving adjustnent
(COLA). The MFT has a two percent conpounded COLA consistent with
the PERS Tier | as opposed to the STRS two percent sinple COLA
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In addition, the MFT includes Social Security coverage as does both
Tiers | and Il. Wile it is true that the nenbers and enpl oyers
pay an additional 6.2 percent of salary for the Social Security
coverage, the increased benefits provided by this coverage cannot
be ignored in the conparisons. To maintain their pre-retirenent
standard of living, it is expected that nost individuals will draw
retirement benefits fromthe foll ow ng sources: enpl oyer-provided
retirement plan; personal savings; and Social Security. These
el ements are commonly referred to as the "three-1egged stool" of
econom c sSecurity. Since STRS is not coordinated wth Social
Security, it is imediately apparent that STRS nenbers are at a
serious disadvantage and this void nust be nmade up from the
remai ning two sources. This puts additional pressure on STRS, the
menber and the enployer to assune responsibility for the deficit.

As a result, the benefits provided from Social Security are
appropriate to wutilize when conparing the level of benefits
provi ded by STRS to other retirenment systens.

Normal Retirenent Age at 60 or 65

Federal |aw defines "normal retirenment age" as the age specified in
the plan, but no later than age 65 or the fifth anniversary of the
participant's date of initial plan participation, whichever is |ater.

The normal retirement age in nost private sector plans is 65. Age 65
has been sel ected by nost plans because traditionally this was the
age at which full Social Security benefits were provided. In 1983,
the normal retirenent age for Social Security was increased from age
65 to age 67 depending on a person's date of birth. Specifically, the
normal retirenment age is now 65 for those attaining this age before
the year 2003 and becones 67 for those attaining 67 in the year 2027.

However, when an occupation's full career is considered to be |ess
than age 65, such as Fire and Police, a plan may provide for a nornal
retirement age that is |less than 65.

Most public retirenment plans are designed with normal retirenent
bet ween 60 and 65 years of age. Retirenent plans serving Fire and
Police, generally set the normal retirenment age between 50 and 55
years of age. Five statewi de teacher retirenment systens not
covered by Social Security (Colorado, Illinois, Louisiana, GChio,and
Texas) all have age 60 as the normal retirenent age. The average
age at retirenent for these five systens is 60 years of age with 26
years of service credit. The average nornal retirenent age of four
statew de teacher retirenent systens that do contribute to Soci al
Security (Arizona, New Mexico, Oegon, and Washington) is 62. The
average age at retirenent for these four systens is 58 years of age
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with 24 years of service credit. Attachnment 6 provides the specific
data for each system

Over the past 20 years, STRS denographi cs have shown the average age
at retirement has renai ned constant at 61. It is inportant to note
that many of the client and enpl oyer advisory commttee nenbers have
expressed concern with raising the normal retirenent age, thereby
forcing teachers to remain in the classroom |onger. Increasing the
normal retirement age has the potential of reducing the effectiveness
and productivity of the classroomteachers.

Taki ng Social Security coverage, personal savings and investnents
into consideration, a pension plan should provide an adequate
repl acenent inconme for persons retiring after a full career. Since
STRS nenbers do not pay into the Social Security system the Soci al
Security retirenent age is not a requirenent when considering the
normal retirenment age for STRS. STRS experience indicates that
mai ntaining STRS nornmal retirenent age at 60 is appropriate for
Cal i forni a educat ors.

Target Repl acenent Rati o and Adequacy

Retirenment adequacy is defined, as the anount of benefit needed to
continue the pre-retirenent standard of l|iving. Replacenent ratios
are conputed by dividing the annual retirenent benefit by the final
year's salary. During retirenment it is expected that work rel ated
expenses such as clothing, commuting cost, etc., would be reduced or
el i m nat ed. Therefore, the actual replacenent ratio necessary to
continue the pre-retirenent standard of living is generally |ess than
100 percent of the final year's salary.

The incone requirenment for an individual who retires at age 60 can be
hi gher than anticipated. Individuals who retire at age 60 do not yet
qualify for Medicare, and nmany STRS nenbers do not have enpl oyer-
provi ded heal thcare coverage. In addition, there is a growng
segnent of our population experiencing a phenonenon known as
"el dercare". El dercare requires adult children to care for their
parents and/or elderly relatives. This situation translates into
hi gher nedical and assisted living and/or rest home costs. To
conpensate for these extra costs during retirenent, the retirees nust
purchase sone type of private healthcare coverage for thensel ves and
pay any additional cost they incur for care of their parents.
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The STRS defined benefit program was inplenented over twenty-five
years ago. The plan provides a retirenent benefit formula of 2
percent of final conpensation for each year of service credit at
normal retirenment age (60). Since STRS uses the highest average
annual conpensation during any period of three consecutive years for
calculating the retirenent allowance, the replacenent ratio for the
average STRS nenber retiring at age 60 is approxi mately 48 percent of
the final year's covered conpensation. The replacenent ratio at age
65 for the average STRS nenber is approximately 57 percent of the
final year's covered conpensation. Since STRS nenbers, for the nost
part, do not contribute to the Social Security system are these
repl acenment ratios adequate to maintain the nenber's pre-retirenent
standard of |iving?

To answer the above question, staff in conjunction with STRS
consulting actuary and benefits consultant undertook an extensive
search for published studies on appropriate replacenent ratios for
teachers. No such study has been identified. The majority of data
avai |l abl e studies the retirenment needs and adequacy of private sector
enpl oyees at age 65, including Social Security benefits. This is not
directly anal ogous in considering an appropriate target replacenent
ratio for Cal STRS and public school teachers.

During the Novenber, 1997, neeting of the Teachers' Retirenent Board,
the results of STRS retirenent study were presented. A brief summary
of this study was reviewed at the April 1998 neeting. The retirenent
pl an study used target replacenent ratios froma nati onwi de survey of
private sector retirenent plans coordinated with Social Security
conducted in 1993 by Ceorgia State University (GSU) as the basis of
conparison to the current STRS benefits.

According to the GSU study, an adequate repl acenent ratio at age 65
ranges from 76 percent to 85 percent, depending on the |evel of the
final year's conpensation at retirenment. The study assunes that an
i ndividual who retires at age 60 will supplenent retirement incone
with a part-tinme job, health care insurance, etc. Since California
educators are subject to an earnings limtation for teaching in
public schools in California after retirenent, meani ngf ul
suppl enental incone in teaching may not be easily attained.

The benefit consultant has recommended that a replacenent ratio
within a range of 70 percent to 75 percent for age 60, and 80 percent
to 85 percent for age 65 are appropriate targets for STRS. These
targets take into consideration the nenber's responsibility to
provi de sonme portion of the inconme needed during retirenent.
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Usi ng the assunptions stated above, Attachnent 7 reflects the current
replacenment ratios for the age 60 retiree to be 48.0 percent from
STRS and 11.1 percent fromthe nmenber deferred conpensation savings
for a total of 59.1 percent. The results for the age 65 retiree are
57.7 percent from STRS and 16.2 percent fromthe nenber for a total
of 73.9 percent. Both of these results fall well below the 70-75
percent and 80-85 percent recommended targets respectively. To get
to the 85 percent |evel under the current program a nenber woul d
have to retire at age 65 with 35 years of service and have
contributed to a 403(b) programevery year of enploynent.

Enpl oyees Share in the Responsibility to Attain Target Repl acenent
Rati o

As stated previously, retirenent incone is typically provided from
the followi ng sources: enployer provided benefits, enployee savings
i nvestnents from deferred conpensation plans, and Social Security.
Since STRSis not coordinated with Social Security, it is imrediately
apparent that STRS nenbers are at a di sadvantage. The average STRS
DB Pl an nenber nust be prepared to nake-up the difference for the
mssing third "l eg".

How shoul d the portion of the retirenent inconme represented by the
mssing third leg get replaced? Contributions to the STRS Defined
Benefit Plan are currently split equally between the enployer and
enpl oyee (8 percent of covered payroll each). An additional 3
percent of pay is assuned to be deferred by the enpl oyee to a section
403(b) account over a teaching career for a total of 11 percent of
menbers' pre-retirement incone. In addition, many of STRS nenbers
must purchase their own health and elder care coverage during
retirenent or rely on a spouse's coverage. |t may be unreasonable to
expect the enployee to find nore disposable incone to contribute
toward retirenent.

Anong Western States not coordinated with Social Security, Cal STRS
provides the |owest benefit, but also has the |owest enployer
contribution rate. This should not be interpreted to inply that
STRS' nenbers are receiving less of a benefit than what their
contributions fund. The current benefit is appropriate for the |evel
of contributions paid by the enpl oyer and nenber. Neverthel ess, the
current benefit STRS nenbers receive at retirenent is still bel ow
what is adequate to maintain the pre-retirenent standard of Iiving.

Usi ng the benefit consultant's recommendation of a replacenent ratio
within a range of 70 percent to 75 percent at age 60, STRS is 15
percent below the target. Consequently, under the current DB plan,
STRS nenbers nust either set aside nore personal savings or reduce
their expected post-retirenent standard of living accordingly. If
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the current STRS DB plan does not provide an adequate benefit at
normal retirenent age, can the Board really expect this sane plan to
hel p retain nenbers past normal retirenent age of 607?

Ret enti on

CQurrently, there is no incentive for STRS nenbers to work past age 60
unl i ke PERS and other public and private sector retirenment plans that
encourage retirenment after age 60

In 1996, CGovernor Pete WIlson and the State Legislature set aside
$771 mllion to hel p reduce the over-crowded cl assroons in grades one
and two, and either kindergarten or third grade. School districts
were offered $650 per student for any class that did not exceed a
20: 1 pupil/teacher ratio for the entire day.

Approxi mately 18,000 teachers were hired to support the class size
reduction program during the 1996/97 school year, depleting
substitute pools and teaching candidates from state university
prograns. One-fourth of those hired for class-size reduction were
wi t hout teaching credentials and worked with energency permts, nany
with no experience or training in teaching. Another 16,000 teachers
will be needed to neet normal replacenent and growt h needs.

During 1997, the Governor expanded the class size reduction program
to include a fourth grade level. This will require recruiting and
hi ri ng anot her 8, 700 teachers.

Based on the current STRS nenbershi p denographi cs, plan experience
i ndicates increased retirenents over the next 10 years. The current
average age of STRS 364,000 nenbers is 45. O those 364, 000
menbers, 40.4 percent are over the age of 50 and will be eligible for
full retirement within the next 10 years. Another 18 percent of STRS
menbership i s between 45 and 49 years of age. According to the 1997
pl an denographics, a total of 58.5 percent of STRS nenbership will be
eligible for retirement in one formor another (early retirement with
a reduced unnodified nonthly all owance) by 2008. This phenonenon is
known as the "Baby-Booner" bulge or wave and is not unique to
Cal i forni a.

Exacerbating the problem of increased rates of retirenment anong
teachers, the Departnent of Finance has projected the nunber of
students who will be attending public schools in California over the
next 9 years is expected to increase by 852,000 new students, a
growth rate of 15.5 percent. California is also expected to see a 35
percent junp in high school student popul ation, the nation's |argest
increase and currently the fastest growi ng segnent of the school
popul ati on. Wth a 15.5 percent growh rate of K-12 student
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popul ati on, coupled with a potential retirenent of 58.5 percent of
STRS current nenbership over the next ten years, from a policy
perspective, retention and adequacy becone a very inportant factor in
any benefit enhancenent deci sion.

Deferred Retirement Qption Program ( DROP)

The traditional DROP consists of freezing the nenber's nonthly
retirenment allowance once the DROP period is entered, and a | unp-sum
distribution of the DROP account to the nenber once enploynent is
termnated (retires) and/or the DROP period is concl uded.

A DRCP can be designed with variations in eligibility, contributions,
and benefits. To keep DRCOP as cost effective as possible, nunerous
retirement systens require nmenbers to reach normal retirenment age
before becomng eligible to elect DROP. Wen eligible nenbers el ect
DROP, the nmenber's nonthly retirenment allowance is cal cul ated using
age, service credit and final conpensation as if retirenment occurred
at the tine the nenber enters the DROP period. The nonthly benefit is
paid into a DROP escrow account. DROP accounts are usually "nom nal"
accounts and all retirement fund assets are invested together. The
"nomnal" account is credited wth the frozen unnodified nonthly
retirenent al | owance, and may be credited wth enployee
contributions, and earned interest at a guaranteed interest rate or
at a variable rate depending on how the DROP is designed.

Once the DROP period is over and/ or the nenber term nates enpl oynent
(retires), the nenber receives the bal ance of the nomnal account in
a lunp sumor in the formof an annuity. The retirenment benefit is
then paid in tw parts: the frozen nonthly retirenent allowance with
accunul ated cost-of-living adjustments and a | unp sumor annuity from
t he DROP account.

One feature of a DROP is that enpl oyee contributions nmay be reduced
or elimnated once the enployee enters/begins the DROP period.
Simlarly, enployer contributions may al so be reduced or elimnated
upon the nenber's entrance into the DRCP period. However, the anounts
of enployer and enployee contributions to the retirenment plan
directly inpact the cost of a DROP.
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Recomendat i on

Staff recommends the Board sponsor or co-sponsor legislation to
i ncrease benefits that conpare nore favorably with PERS benefits as
well as other public retirenment plans utilizing prudent funding
sources. The following is a list of the PERS benefits which are
generally regarded as greater than STRS and where staff w Il focus
its recommendati ons.

- Increased age factor after 60 - Final conpensation

- Compounded COLA - Sick leave service credit

- Health Benefits coverage - Vested funding source for
pur chasi ng power

- Optional benefits subject to - Adjustabl e enpl oyer rates

bar gai ni ng

Staff attenpted to design a conprehensive set of recommendations
that provides an increased benefit consistent with the |evel or
type of benefit currently enjoyed by one or nore classifications of
PERS nenbers recognizing the funding constraints. Wiile the
benefits recomended in this itemmy not be structured precisely
as PERS, they do or can acconplish a simlar benefit.

The Board should consider the strategy to acconplish the adopted
reconmendat i ons. Several of the proposed enhancenents are
currently in legislation in one formor another. For exanple, AB-
2616 contains |anguage which would increase the age factor for
retirenents effective after age 60. Al though this bill proposes to
i ncrease the age factor, it does not provide the benefit needed to
achi eve adequacy nor retain teachers. The Board coul d request they
co-sponsor AB-2616 if it is amended as adopted by the Board. The
sponsor of the bill could choose to accept the anendnent or not.
Al though staff may be successful in this process for sone of the
bills currently in the Legislature, it is unknown at this point if
we woul d be able to acconplish the requested anmendnents for all
the 1egislation. If not, staff would attenmpt to find another
aut hor.

Al ternatively, the Board coul d approach the authors of the Board's
legislation with a request to anend in those benefit increases that
m ght be germaine to the current legislation. This would likely
i nvol ve anendnents to nost of the Board's sponsored bills.

A third alternative to consider is to sponsor a conprehensive bil

that includes all increases adopted by the Board. Staff could
request the author of one of the Board's sponsored |egislation to
anend their bill to include all of the provisions in one

conprehensive bill.
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Staff has prepared a conprehensive proposal that contains eight
issues wth recomendations for the Board s consideration.
Fol | owi ng the Summary of Benefit Recommendations is a di scussion of
each issue.
Summary of Benefit Recomendati ons
Benefi t STRS Recommrendati on Pr ogram Cost s

Age factor
(i ncrease beyond age 60)
( AB- 2616)

Ei t her
f act or
formul a or

i ncrease the age
to the PERS classified
provi de a DROP

2.228 percent formula

i ncrease, or .750 percent
for DROP to cover program
and administrative costs.

Conpounded Col a at 2 percent
( AB- 884)

Al'l ow the Teachers'

Retirement Board to annually
provi de an ad hoc benefit

i ncrease using "excess"

annual earnings as deternned
by the Consulting Actuary.

No cost. Benefit would be
provi ded within "excess"
ear ni ngs.

Sick | eave service credit

for

post-7/1/80 hires

(AB- 1102)

Al'l ow sick | eave service
credit to be creditable for
menbers of STRS after 7/1/80
consi stent with AB-1102.

No additional cost.

Conti nue existing funding
mechani sm of .25 percent
from enpl oyers.

Heal th Benefit Coverage

Request to co-sponsor SB-
1528. Also, pursue a BCP for
appropriation for independent
study in the event

| egi slation is vetoed.

No program cost. Paid by
partici pating menbers.

Opti ona

Benefits subject to

bar gai ni ng:

a)

b)

CGol den Handshake

Fi nal Conpensati on
cal cul at ed using
one year

Rul e of 85
( AB- 88)

Conti nue existing Gol den
Handshake program
per manently.

Amend current programto
all ow administrators to
qualify for one-year fina
conpensation in the sane
manner as certificated
enpl oyees.

Add a provision to all ow
unreduced benefits to nmenbers
whose age and service tota
85.

Enpl oyer paid; no cost to
STRS.
Enpl oyer paid; no cost to
STRS.
Enpl oyer paid, no cost to
STRS.

SBMA f undi ng

Vest 2.5 percent SBMA funding
mechani sm

No additional cost.
Conti nue exi sting funding.

Use of excess earnings

Excess earnings from active
menber funds nmay be used on
an ad hoc basis.

No i ncreased cost to use
"excess" earnings.

" Pop- up"

Recomend Support, if anended

on SB-2224.

$30 million one-time cost
paid from excess nornal
cost contribution for
1977-98.




Update on State Legislation - Item 8a
May 7, 1998
Page 11

| ssue #1: Deferred Retirenent Option Program (DROP) or |ncreased
Age Fact or

STRS' Benefits Consultant, Catherine Cole, and STRS Consulting
Actuary, Mchael Carter, recommend if a DROP is proposed that it be
in lieu of increasing the age factor. The benefit of a DROP is
designed to be simlar to that of the increased age factor. In
addition, for a DROP to be effective and provide retention
incentive, it nust be applicable when a nenber has achieved their
hi ghest age factor, e.g. age 60 under the current STRS program |[f
the age factor is increased to 63 or higher, nenbers wll
effectively be precluded fromparticipating because nost will have
retired before eligibility for a DROP conmences.

In order to denonstrate the benefits of a DROP in relation to the
benefits of increasing the age factor, staff designed three DROP
pl ans and conpleted a cost/benefit analysis with that of the
i nproved age factor. The conceptual DROP for conpari son purposes
fol | ows:

Conceptual Design for DROP

a. Assunes nenber contributions are not paid during the DROP
peri od:

- menber eligible at age 60 (normal retirenent age)

- no limt on the period of tine a nmenber can participate in the
DROP

- 100 percent of the nmenber's nonthly "retirenent” all owance
cal culated at the point of entering the DROP will be deposited
into their "escrow' account

- t he annual inprovenent factor will also be applied to the
"escrow' account

- interest will be applied at the actuarial assuned rate
(currently 8 percent)

- continue enpl oyer contributions to the TRF to apply to funding

t he DROP
- disability coverage: nenber is not eligible for disability
coverage during the DROP. If a menber becones disabl ed,

he/ she woul d term nate enpl oynment and conmence retirenment at
the nonthly all owance cal cul ated upon entering the DROP

- survivor coverage: nenber would be eligible for active nenber
benefits; e.g. $20,000 |unp sum deat h paynment for Coverage B
menbers. Could elect a pre-retirenment of an option or
eligibility for survivor benefit allowance.
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- use the effective date of the DROP to determne eligibility
for purchasi ng power

- if the nenber does not want to retire at the end of the DROP
period, they would accrue a new benefit under the DB Plan. The
earlier service would be used to determne eligibility for a
benefit.

Thi s DROP design woul d provide the nenber with an increased benefit
over the current STRS DB plan fornmula; therefore, it functions
simlar to increasing the age factor. An additional benefit is
that the nenber would no longer contribute their 8 percent
contribution to STRS resulting in an increase in their take hone
pay during the DROP peri od.

The consulting actuary has estinmated the cost to provide this |evel
of a DROP would be approximately .960 percent. This assunes all
menbers elect to enter the DROP when they first becone eligible and
that the rate of retirenent wll increase by the assuned rates of
di sability. This is done to account for nenbers who becone
di sabl ed while in DROP but receive the retirenent benefit and DROP
account instead of a disability benefit.

Assumi ng 75 percent of the eligible nenbers elect the DROP, the
cost decreases to .717 percent. Staff believes this is a
reasonabl e assunption based on the experience of other statew de
t eacher systens who have experience with a DROP

The cost also assunmes that nenbers will delay retirenment at the
sane rate that was assuned for the increased age factor estimates
and that the unfunded actuarial obligation (UAO is anortized over
a 30 year period. A 30 year funding period is reasonable and
acceptable for a benefit of this nature.

| f the Board were to support the DROP and direct staff to obtain a
| egi sl ative vehicle, the increased cost could be funded fromthe
funding identified in Item B of Attachnment 5. Two itens of this
fundi ng are permanent funding sources for STRS that are no | onger
needed for the intended purpose, e.g. sick | eave service credit for
pre-7/1/80 hires and an ad hoc benefit increase for pre-7/1/79
retirees. Shifting adm nistrative expenses from normal cost to a
charge against the fund is an adm nistrative decision subject to
the Board's discretion.
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The funding for sick |eave service credit and the ad hoc benefit
increase were not contenplated to term nate when STRS was fully
funded; therefore, staff believes they are available for
redirection subject to legislative authorization. 1f, however, the
Legi slature were to termnate the funding and redirect the noney to
ot her purposes, the funds would have to stay within education
anyway because the noney is within Proposition 98. [If it nust stay
wi thin education, using the funds for increased retirenent benefits
appears to be appropriate since it is consistent with its original
pur pose.

b. Alternative DROP design assunes the nenber contributions
continue to the DROP

Staff has devel oped an alternative DROP which assunes that nenber
contributions are paid and deposited into their DROP account while
they are participating in the DROP. Al other features of the DROP
outlined in a. above would remain the sane. The advantage to this
design is that the DROP account is greater at termnation of the
DROP; therefore, resulting in a greater overall benefit. The
di sadvant age, however, is that the nenber does not see an increase
in take hone pay during the DROP period as they would in a. above.

The cost of this DROP design should be conparable to that which is
described in a. above. The sane funding source identified in a.
above is the recomended funding for this DROP as well.

C. Cost neutral DROP

A third alternative would be a DROP that is designed to provide
flexibility only but no increased benefit at retirenent - a cost
neutral DROP. In order to achieve a cost neutral DROP, only 82
percent of the benefit calculated at the commencenent of the DROP
is credited to the nenber in the escrow account. The 18 percent
difference would stay in the Teachers' Retirenment Fund to pay for
the DROP. The nenber would still have a lunp sum bal ance at the
time of retirement, however, it would be in a reduced anount.

Wiile a cost-neutral DROP may provide flexibility to receive a
portion of the retirenment benefit in a lunp sum it is not likely
to retain teachers nor does it achi eve adequacy since there is no
i ncreased benefit. Since a funding source is identified for DROP to
provide an increased benefit, a cost-neutral DROP is not
recormended at this tine. |In addition, it does achieve the Board's
stated direction to retain teachers and attain adequacy.
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| ncreased Age Factor: Alternatives

a. Mudified STRS age fornmula: 2.35 percent at age 60 and above

To achi eve an adequate benefit, as defined, with just an increased
age factor would require the factor to be 2.35 percent for all ages
from 60 and above. The cost for such an increase would be 4.597
percent with the unfunded actuarial obligation anortized over a 30
year peri od.

I ncreasing the age factor in this fashion may achi eve adequacy but
wll not retain teachers past the age of 60 since they would have
attained the maxinumfactor at that tinme. This alternative is not
recommended due to the cost and not attaining the Board' s stated
obj ecti ve.

b. PERS fornmula for school classified

The PERS fornula for classified school enployees provides an
escal ating age factor from 60 to 63. Al t hough this fornula by
itself does not achieve the target replacenent ratio at age 60, it
woul d when conbined with other benefits. This fornmula also
provi des sone level of retirenent equity between public school
teachers and cl assified enpl oyees.

The cost of this formula is 2.228 percent of payroll. The 1 percent
funding identified in ItemB of Attachment 5 could be directed to
fund this benefit with the renmai nder funded by an increase in the
enpl oyer contribution rate.

Attachnment 8 denonstrates the benefit of a DROP assum ng no nenber
contributions are contributed during the DROP period as well as a
DROP t hat does assunme nenber contributions are contributed during
the DROP. Attachment 9 conpares the benefit achieved in a DROP to
that of the PERS fornul a.

As you can see in Attachnent 8, a DROP assuming no nenber
contributions increases the nenber's benefit over the current STRS
DB plan formula from 1.9 percent at age 61 to 14.4 percent at age
65 for a nenber with 25 years of service credit when entering the
DROP. The sane DROP, but wth nenber contributions, increases the
benefit nore significantly from 3.4 percent at age 61 to 21.6
percent at age 65. Simlar increases are realized for nmenbers with
20 years of service credit when entering the DROP
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By conmparison, Attachment 9 reflects the difference in benefit
between the DROP and the PERS formula for classified
enpl oyees. VWiile the DROP does not provide as l|large an
increase as the PERS formula for classified nmenbers provides
at the earlier ages, it does achieve a conparabl e benefit by
age 65.

Concl usi on

Both a DROP as proposed in this item or an increased age
factor would increase the retirenment benefit for STRS nenbers
toward achieving the proposed target replacenent ratio. The
DROP provi des added flexibility by providing a portion of the
overall benefit as a lunp sumwhile also insuring a nonthly
benefit. 37 menbers with over 20 years of service credit
requested a refund of their contributions in 96/97 thereby
forfeiting any right to a future nonthly benefit (unless
menbership is restored and contributions are redeposited).
This statistic is consistent with prior years as well.
Al though at or near retirenent age, these nenbers apparently
preferred a |l unp sum benefit over the nonthly all owance even
t hough enpl oyer contributions are not i ncl uded.

This data would indicate additional flexibility at retirenent
and may be preferred by sonme STRS nenbers. | ncreasing the
benefit would only increase the desire.

Wiile an increased age factor will result in sonme mnor
i npl enentation costs; the DROP would require nore resources to
i npl enent and maintain. The political reality, however, would
i ndicate the DROP may be nore easily acconplished because of
the m nor costs associated with the cost of the program

Recomendat i on

Staff believes the Board could prudently support either a
DROP, fully funded within avail abl e resources, or an increased
age factor with the cost funded wi thin avail abl e resources and
an increase in the enployer contribution rate. However, from
a political perspective, the DROP would likely be nore
achievable in part because enployers wll not experience an
increase in their rate even though excess earnings on a year
to year basis could be used to offset the increase in their
rate to fund the benefit increase.

There has not been sufficient tinme to discuss the alternatives
of this pr oposal with the enpl oyee and enpl oyer
representatives in detail. Staff reconmmends the Board direct
staff to negotiate the nost plausible alternative with all
interested parties and pursue the nost viable. Staff would
report to the Board in June for further direction.
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| ssue #2: Conpounded Col a

There has been significant criticismover the years regarding
STRS' sinple cost-of-living adjustnent (COLA) . As
denonstrated in Attachnent 2, calculating the COLA on a
conmpounded basis rather than sinple provides the retiree with
| ess than $7.00 nore than the sinple COLA after having been
retired for 10 years using the assunptions identified. The
cost for this very nodest benefit, however, is over $140
mllion a year. This cost/benefit analysis has been updated
recently by Watson Watt who has confirnmed the cost
cal cul ations of STRS prior actuary.

Staff recomends instead the Board consider the use of
"excess" earnings of the Teachers' Retirenment Fund to provide
an annual increase in lieu of the conpounded COLA upon the
determ nation that STRS neets or exceeds 100 percent fundi ng.
This concept could allow the Board to allocate an ad hoc
benefit increase only if the earnings of the Fund exceed a
predet erm ned benchmark, e.g. the actuarial assuned interest
rate.

The use of "excess" earnings to provide a benefit in this
manner i s not unusual. A recent survey of public pension plans
conducted by the Public School Retirenment System of M ssour
i ndi cated, of the 17 respondents, eleven systens allocated a
portion of the excess earnings to retirees on an annual basis.
The response fromthe Chio State Teachers Retirenent System
states, "Retirees can be awarded an annual suppl enental check
after the existence of actuarial gain has been determ ned.
Suppl enental paynents have been made for 17 consecutive
years...." In addition, Onhio STRS uses excess earnings to
of fset the cost of health care coverage provided through Chio
STRS. The supplenental health care fund has grown to $2
billion in 15 years and should preserve retiree health care
until the year 2017

There is a variety of ways to structure such a program but one
commpn elenent is that the benefit is not a vested benefit

within the defined benefit plan. I nstead the System woul d
perform an annual actuarial valuation to determ ne the funding
rati o of the Fund. Earni ngs determ ned to be in "excess" of

that which is needed to nmaintain full funding and a prudent
reserve woul d be available to allocate to retirees. Only the
"excess" earnings on the portion of the portfolio attributable
to retirees contributions is recomended for this purpose.
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Staff estimated the increase that could have been paid from
excess earnings over the last two years assum ng we had been
showmn to be fully funded in 1995. Over the last two
val uati ons, excess investnent earnings would have al |l owed an
average 3.9 percent COLA as of each valuation, or $78.00 a
month. This estimate al so assuned the benefit adjusted the
base retirenent allowance on which future increases are
calcul ated. This has the effect of conpounding, at |least in
years in which an excess earnings allocation is nade. In any
event, the retiree would receive no less than the sinple COLA
currently provided.

There is no direct cost associated with this proposal.

| nstead any fiscal inpact would be considered in the annual
val uation process and included in the deliberation of the
Board's action in the disposition of the "excess" earnings as
t hey occur.

Referring to Attachnment 10, earnings of the TRF indicate funds
coul d have been available for this purpose in nine years of
the last 13 years had STRS been fully funded during the sane
peri od. VWile we can't predict future returns, this
experience woul d denonstrate a |ikelihood that excess earnings
w Il be avail able for this purpose.

| ssue #3: Sick Leave Service Credit for Post-7/1/80 H res

Current |aw provides that retirees who were nenbers of STRS
before July 1, 1980 shall have unused sick | eave at the tine
of retirement converted to service credit and used in the
calculation of their retirenment allowance. On aver age,
menbers have approximately six nonths of sick | eave service
credit to be applied to their calculation for a cost of
approximately .25 percent of payroll. This benefit is fully
funded when STRS attains full funding.

To extend this benefit to all other nmenbers of STRS retiring
after January 1, 1999 would also cost approximtely .25
percent of payroll. This anount is reflected in Item B. of
Attachnent 5. If a DROP is adopted in Issue #1 and the cost
of a final conceptual remains at or near .750 percent. The
existing funding for sick | eave service could be redirected to
continue funding sick leave for all eligible nenbers and
result in no increased cost to STRS, enployers or the state.
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| f, however, an increased age factor is adopted in |Issue #1,
and all funding identified in Item B, of Attachnment 5 is
directed to funding the increased age factor, staff recomends
this benefit becone optional to school districts subject to
col l ective bargaining. A nore detailed discussion of this
concept will be provided in Issue #5 below. Optional benefits
subject to collective bargai ning woul d be funded by enpl oyers
and still result in no additional cost to STRS or the State.

| ssue #4: Health Benefit Coverage

Staff presented Senate Bill 1528 to the Board for a position
at the April 2, 1998 Board neeting. At that tine, staff
recomended the Board adopt a Support, if anmended position

Staff recommends the Board el evate its position and request to
co-sponsor the bill as part of this conprehensive benefits
package.

As staff indicated in the discussion of health care, the |ack
of health care for many of STRS retirees is a serious problem
The Board has indicated an interest in taking a |eadership
position in resolving this gap in retiree security; therefore,
co-sponsoring this bill would be appropriate.

The cost would be borne by the participating nenbers;
therefore, would have no additional cost to the System except
for some mnor up front costs to study the alternatives and
prepare recommendations. The bill is being anmended to provide
the necessary study costs at the request of the Board.

| ssue #5: Optional Benefits Subject to Collective Bargaining

The PERS structure allows contracting agencies to select
i ncreased benefits froma "nenu" of options authorized by the
Legi slature. These are benefits that are over and above the
core benefits. Core benefits for m scell aneous nenbers are
typically the PERS fornmula, three-year final conpensation, and
two percent conpounded COLA. These core benefits are
consistent wwth the benefits proposed in #1 and #2 above for
STRS core benefits.

One-year final conpensation is just one of the many benefits
that are offered to enpl oyers under PERS on an optional basis.
Staff recomrends that a nenu of options be devel oped for
school enpl oyers under STRS subject to collective bargaining.
This provides enployers with the flexibility to increase
retirenent benefits within available funding and i s consi stent
with PERS flexibility.
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There is no programcost to STRS or the State since enpl oyers
woul d pay all costs. Currently, enployers pay STRS for the
cost of sone optional benefits by a present val ue cal cul ation.
This procedure was acceptable when STRS only offered one or
two options and utilization was | ow, however, this nmethod of
paynment would not be efficient if a full-scale optional
benefits program is inplenented. Under PERS the enployer
contribution rate is adjusted to fund the additional benefit.
This is a nuch nore efficient nmethod because the rate needs to
be determined only once and included in the enployer
contribution rate until the benefit is funded.

The STRS reporting system does not currently allow for this
funding nmethod. The current present value nethod could be
utilized until nodifications can be nade to accombdate an
adjustnent in the enployer rate. Staff recomends, however,
that the necessary nodifications be a high priority upon
conpletion of START. Prelimnary efforts could be comenced
prior to the conpletion of START.

Staff recommends that several benefits be initially included
on the nenu:

ol den Handshake - enpl oyers have been able to provide a
Gol den Handshake wunder STRS for a nunber of years,
however, | egislation has always included a sunset date.
Al though this sunset date has been extended several
tinmes, it should be nade a pernmanent option under this
proposal . Enpl oyers would continue to pay the full costs
of providing this benefit.

One-year final conpensation - enployers currently may
provi de one-year final conpensation subject to collective
bar gai ni ng. This benefit, however, is only available to
cl assroom teachers under specified conditions. This is
both inequitable and has likely kept the utilization very
| ow. The current program should be extended to all
enpl oyees of a district that bargain for this benefit.

Rule of 85 - is an early retirenent incentive program
provi ded by several public pension plans. Although it
appears inconsistent with the direction to provide
i ncreased benefits to teachers beyond age 60 in an effort
to retain qualified teachers in this period of high
demand, nonet hel ess, some districts are still faced with
the need to reduce its workforce. This is a reasonable
option to make available to enployers so they can have
the flexibility to nmeet their workforce needs in a
vari ety of ways
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| ssue #6: Suppl enental Benefits Mii ntenance Account Fundi ng

SB- 1026, statutes of 1997, effectively commtted the General
Fund to the current funding stream for purchasing power
paynents. The statute provides that should the GF
contribution of 2.5 percent of payroll exceed the anobunt
needed to provide 75 percent purchasing power and maintain a
three year reserve, the excess funding shall revert to the
Ceneral Fund. Although the statutes did not vest the 2.5
percent of payroll funding nechanism the cal cul ations and
projections conducted at the time the Legislature was
consi dering SB-1026, indicate that the entire 2.5 percent wll
be required every year to support 75 percent purchasing power.
Therefore, vesting this funding stream wll not increase
proj ected costs for SB-1026.

Vesting the funding stream as proposed in this item wll
provi de nmuch needed security to retirees that funding for
purchasi ng power will continue permanently. Al provisions of
SB- 1026 remai n the sane.

Al t hough not funded in this fashion, PERS does have a vested
fundi ng nmechani sm for purchasi ng power benefits. Therefore,
precedence exists to support the concept in this proposal.

| ssue #7: Use of Excess Earni ngs

| ssue #2, proposes to allocate excess earnings attributable to
retiree funds for ad hoc benefit increases. The sane concept
can apply to excess earnings attributable to active nenber
funds. However, these excess earnings cannot be used to fund
a vested benefit because excess earnings are not known or
guar anteed on an annual basis. Although a specific purpose is
not yet identified, supporting the concept will allow staff to
devel op other alternatives for the Board' s consideration.

| ssue #8: Pop-up

Staff previously presented to the Board the study on Joint and
Survivor Options. The specific objective of the study was to
determne the cost and inpact to STRS if certain retired
menbers were all owed to change their option coverage for

Part 1: Menbers who retired under Option 2, 3, 4, or 5
before January 1, 1991 and changed to Option 6 or 7
if the beneficiary was deceased at a certain date.

Part 2: Menbers who retired under Option 4 or 5 before
January 1, 1991 and changed to Option 6 or 7 if the
beneficiary was not deceased at the tinme of the
change.
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The provisions of Part 2 have already been adopted by the
Board as part of its legislative agenda for 1998 and is
included in legislation. The cost of Part 2 is paid by the
retirees through a reduction in their retirenment all owance.

Part 1 was identified to incur a $31 mllion cost to pop-up to
the unnodified allowance retirees whose beneficiary has
predeceased them Previously there has not been an acceptable
funding source, however, wth the excess contributions
existing fromthe reduction in normal cost for 1997-98, the
full amount for this benefit is available at this tine.

Therefore, staff recommends the Board support this bill and
fund it with the excess normal cost contributions for 1997-98.

1. Budget Hearings Update
Summary

The annual budget cycle for the 1998-99 budget has commenced.
STRS staff appeared before the Senate Budget Subcomm ttee on
April 22, 1998. As expected, the Subcomm ttee nenbers were
interested in the funding status of STRS. As reported to the
Board at the March, 1998, Board neeting, the Systemhas a $1.8
billion unfunded actuarial obligation with an expected three
year anortization period. It is the opinion of the
Legi sl ative Analyst that, should STRS conduct a valuation at
this time, it would conclude that STRS is fully funded;
therefore, appropriating the El der Full Fundi ng noni es woul d
not be necessary. The consulting actuary has indicated that
it is not appropriate to conduct md-year valuations;
therefore, would recomend opposing any request to do so.

The Legislative Analyst's Ofice (LAO instead recommended
that the System be requested to performa valuation for June
30, 1998 instead of waiting until June 30, 1999 when the next
schedul ed valuation is to be conducted. The LAO further
recommended that, pending the results of the valuation, the
El der Full Funding contributions be appropriated but not
transferred until the valuation is conpleted. At that tine,
if it is determned that an unfunded actuarial obligation
exi sts, the EFF appropriation can be transferred up to the
anount of the unfunded obligation or the scheduled
appropriation, whichever is |ess. The Teachers' Retirenment
Fund woul d al so be paid any lost interest resulting fromthe
del ayed transfer. In addition, a $50,000 appropriation for
t he val uati on has been budget ed.
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Al though staff anticipated questions regarding the status of
the Suppl enental Benefit M ntenance Account, tinme did not
permt the Subcommttee to address that issue and instead
deferred action on that itemuntil My revise later in Muy.

No action was taken on STRS budget in the Assenbly Budget
Subconm ttee pending May revi se.

Recomendat i on

In light of our current funding status and the recent market
returns, it is appropriate that the Board conmence performng
actuarial valuations on a nore frequent basis. Therefore, the
next opportunity for a valuation would be June 30, 1998

consistent wwth the Legislative Analyst's recommendati on.

Staff recomends the Board support the Legislative Analyst's
recommendation to perform a valuation as of June 30, 1998.
The results woul d be expected to be presented to the Board in
February or March, 1999.

I11. State Legislation
Summary
Staff has prepared the attached analyses and recommended

positions on the following neasures for the Board' s
consi derati on:

Bi Il Nunber Aut hor Subj ect

AB- 385 Gol dsmith Honme Rul e School Districts

AJR- 63 Prenter Elk HI1ls Naval Petrol eum
Reserve

SB- 2224 Lee Return to Unnodified

Status of Board Sponsored Legislation for 1998

SB-2047 (Lewis): Change in Option. This STRS sponsored bil
whi ch provides for multiple option beneficiaries, passed out
of the Senate PE&R Conmittee on April 13 and was referred to
the Senate Appropriations Commttee. STRS staff is working
wi th the author on technical amendnents.

SB-2085 (Burton): STRS Cash Bal ance Pl an. The bill was anmended
April 14 to reflect the nerger of the CB and DB Pl ans approved
by the Board. The bill was passed out of the Senate PE&R
Comm ttee on April 20.

SB-2126 (PE&R): Repurchase of Service Credit. The bill, a
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cl ean-up neasure to last year’s SB-1027, passed out of the
Senate PE&R Commttee and was referred to the Senate
Appropriations Conmttee.

Ms. DuCray-Morrill will provide a verbal update at the neeting
on the current status of Board-sponsored |egislation.

Mont hly St at us

For your information, Attachnment 14 is a status report that
represents the progress of legislation to date. Ms. DuCray-
Morrill wll provide a verbal wupdate at the neeting, if
necessary.



Assumptions:

STATE TEACHERS RETIREMENT SYSTEM
MATRIX OF COST OF PROPOSED BENEFIT IMPROVEMENTS
MAY 1998

Unfunded Actuarial Obligation proposed to be amortized over a 30 year funding period
Increased cost based upon Actuarial Valuation Dated 6/30/97*

Attachment 1

Regular Meeting - Item 8a

May 7, 1998
Page 1

Benefit Improvement Bill Increased Cost to Plan Proposed Funding Who will Benefit
Number as a percentage of payroll Active
Increased Age Factor:
- AsIntroduced: AB-2616 | Normal Cost 0.616% | No funding source identified in the
2. 0% at 60 - 2.5% at 70 UAO 0.659% | legidlation. 17,408
Total 1.275% aged 61 and older
- Alternate factors: Normal Cost 1.100%
a “PERS’ formula: UAO 1.128%
2.0% at 60 - 2.418% at 63 Total 2.228%
b. “Other” factors: Normal Cost 1.190%
2.0% at 60 - 2.5% at 65 UAO 1.234%
Total 2.424%
Rule of 85 AB-88 | Normal Cost 0.290% | Employer to pay the actuarial 12,647
UAO 0.429% | present value of the increase in
Tota 0.719% | benefits.
One Y ear Final Compensation, Normal Cost 0.905% 278,967°
Mandatory Statewide UAO 0.734%
Total 1.639%
Unused Sick Leave AB-1102 | Normal Cost 0.180% | Employer to pay amount fixed and 262,976
UAO 0.092% | determined by the Board, not to
Tota 0.272% | exceed the actuarial estimated

cost of the benefit.

! Information in Italics has been updated since the April Board meeting.
2 Does not include non-vested members.
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Benefit Improvement Bill Increased Cost to Plan Proposed Funding Who will Benefit
Number as a percentage of payroll Active Retired
Mandatory Statewide Early
Retirement Incentives:
Golden Handshake 278,967
30 & Out with 2% 3,086
Compounded 2% COLA AB-884 | Normal Cost 0.320% | No funding source identified in the 150,805
UAO 0.624% | legiglation.
Totd 0.944%
Ad Hoc Excess Earnings COLA Over the last 2 valuations, Excess investment earnings as 150,805
excess investment earnings | determined by the Actuary at
have been calculated to valuation
allow an average 3.9%
COLA as of each valuation.
80% Purchasing Power Protection Supplemental Benefit 56,747 including
would extend to everyone retired $49,508,528 Maintenance Account (SBMA) 10,967 more than
prior to 1984 at 75%
Vesting SBMA contribution rate No additiona cost for the 150,805
next 30 years overtime
Final Compensation for LAUSD; AB-2766 -0- LAUSD to fund any increased 4,500
benefit due to increased final
compensation 2,509
“Pop-Up” to Unmodified SB-2224 $31 million total Revenue from school lands to fund 2,509
Allowance one time cost “pop-up”.
Health Insurance for STRS SB-1528 N/A Fully funded by member
Members participants

RmO0508al
05/01/98 2:48 PM
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STATE TEACHERS RETIREMENT SY STEM
MATRIX OF INCREASED BENEFIT
Assumptions: Member aged 60 with 25 A B C D
years of service and 3 Year Average Fina
Compensation of $4,000 = Unmodified Monthly Increases 1 Year Final Unused Sick Leave Service | Statewide Golden
Allowance of $2,000 per month Listed Individually Compensation plus Credit plus Increases from Handshake plus Increases
Increases from Column A | Column B from Column C
Basic Monthly Increase to the $2,000 83 58 160
unmodified monthly allowance:
2.25% at age 65 (AB-2616) 250 333 391 551
25%atage 70 (AB-2616) 500 583 641 801
2.134% at age 61 (PERS formula) 134 217 275 435
2.418% at age 63 (PERS formula) 418 501 559 719
2.3% at 63 (“Other”) 300 383 441 601
2.5% at 65 (*Other”) 500 583 641 801
Rule of 85 - retiring at age 55 720 803 861 1,021
1 Year Final Compensation 83 141 301
Unused Sick Leave Service Credit 58 141 301
Statewide Golden Handshake 160 243 301
Statewide 30 and out with full benefit, 576 659 717 877
age 56

help
05/05/98 3:43 PM




Attachment 2
Regular Meeting - Item 8a

May 7, 1998
Page 2
STATE TEACHERS RETIREMENT SYSTEM

MATRIX OF INCREASED BENEFIT
Assumptions: Member aged 60 A B C D E F
with 25 years of serviceand 3 Year
Average Final Compensation of Monthly Increases | Compounded 2% 80% Purchasing Final Compensation “Pop-Up” to Ad Hoc Excess
$4,000 = Unmodified Allowance Listed Individually [ COLA plus Power Protection | for LAUSD plus Unmodified Earnings COLA
of $2,000 per month Increases from plus Increases Increases from Allowance plus plus Increases

Column A from Column B Column C Increases from from Column E

Column D
Basic Monthly Increase to the 0.80 - 6.87 73 83 88 78
$2,000 unmodified monthly
allowance:
Compounded 2% COLA (AB- 0.80 - 6.87 74 - 80 157 - 163 245 - 251 323- 329
884) per month after 10
years

Ad Hoc Excess Earnings COLA 78 79-85 152 - 158 235- 241 323- 329
80% Purchasing Power Protection 73 74 - 80 157 - 163 245 - 251 323- 329
Final Compensation for LAUSD; 83 84-90 157 - 163 245 - 251 323- 329
“Pop-Up” to Unmodified
Allowance 88
(AB-2766)
“Pop-Up” to Unmodified 88 89- 95 162 - 168 245 - 251 323- 329
Allowance
(SB-2224)
help

05/05/98 3:43 PM
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PERS State Employees -- Tier | - Proposed Modified First Tier -- Tier Il

COMPARISON

Benefit Features

First Tier

Modified First Tier (MFT)

Second Tier

Participation Criteria

Closed to new employees.

Voluntary for new hires and current
members.

Mandatory for new hires since
July 1, 1991.

Vesting

- Service Retirement

- Disability Retirement
Allowance

5.000 years credited service

5.000 years credited service

5.000 years credited service

Same as First Tier, and current
Second Tier members who elect
into MFT may use their accrued
service to vest.

Same as First Tier

Same as First Tier

10.000 years credited service or
5.000 years of credited service
earned prior to January 1, 1985

10.000 years credited service or
5.000 years of credited service
earned prior to January 1, 1985

10.000 years of credited service or at
least 5.000 years earned prior to
January 1, 1985

Basic Death Benefit

Refund of contributions, plus
interest, and up to 6 months'
salary (50% of your earnable
salary for the 12 months just
before your death)

Same as First Tier

$5,000 plus 6 months' salary (50% of
your earnable salary for the 12
months just before your death)

Normal Retirement Age

60

60

65

Minimum Retirement Age

Age 50

Same as First Tier.

Age 55, but members who were
vested as of 1/1/1985 may retire at
age 50.

Benefit Formula Prior to Age
60 (Normal Retirement Age):
(Service Retirement)

1.092 @ age 50
1.156 @ age 51
1.224 @ age 52
1.296 @ age 53
1.376 @ age 54
1.460 @ age 55
1.552 @ age 56
1.650 @ age 57
1.758 @ age 58
1.874 @ age 59

1.092 @ age 50
1.156 @ age 51
1.224 @ age 52
1.296 @ age 53
1.376 @ age 54
1.460 @ age 55
1.552 @ age 56
1.650 @ age 57
1.758 @ age 58
1.874 @ age 59

0.500 @ age 50*
0.550 @ age 51*
0.600 @ age 52
0.650 @ age 53
0.700 @ age 54
0.750 @ age 55
0.800 @ age 56
0.850 @ age 57
0.900 @ age 58
0.950 @ age 59
*5 years of credited service earned
prior to 1/1/85




Benefit Features

First Tier

Modified First Tier (MFT)

Second Tier

Benefit Formula At Normal
Retirement Age (Age 60)
(Service Retirement)

2% @ 60
(2 x years of credited service x
final compensation)

2% @ 60
(2 x years of credited service x final
compensation)

1.25% @ 65
(1.25 x years of credited service x
final compensation)

Age Formula (Factor) After
Age 60 (Service Retirement

2.134 @ age 61
2.272 @ age 62
2.418 @ age 63

Same as at age 60 -- 2% cap

1.000 @ age 60
1.050 @ age 61
1.100 @ age 62
1.150 @ age 63
1.200 @ age 64
1.250 @ age 65

Rule of 85

No

No

No

Final Compensation

Highest average monthly pay rate
for 12 consecutive months.

Highest average monthly pay rate
for 36 consecutive months.

Same as First Tier.

Employee Contribution Rate

5% of monthly pay in excess of
$513.

5% of monthly pay in excess of
$133.33.

None required.

Disability Retirement

Must be vested and benefit will
depend on age and amount of
PERS service.

Same as First Tier.

Same as First Tier.

Death Benefits

Basic Death, Option 2, Alternative
Death, and 1959 Survivor
Benefits.

Same as First Tier.

Same as First Tier except there
may not be any member
contributions.

Credit for Unused Sick
Leave

Allowed for PERS service.

None for service under MFT.

Same as First Tier.

Cost of Living Adjustment

Up to 2%, annually compounded

Same as First Tier.

3%, annually compounded.

Purchasing power protection | Provided. Provided. Provided.
of 75% of original allowance
Social Security Yes Yes Yes
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COMPARISON

STRS - PERS State Employees - PERS Classified School Employees

(Tier 1) - Non-Safety — (Tier II) — Non-Safety

STRS

PERS:
Classified School Member

PERS:

State Miscellaneous
(Non-safety) (Tier 1)
Closed to New Members

PERS:

State Miscellaneous
(Non-safety) (Tier II)
Mandatory for new hires 7/1/91

Eligibility for
Membership

- All certificated and faculty
employees in public schools
(K-14) whose basis of employ-
ment is 50% or more (manda-
tory membership)

- Part-time and substitute certi-
ficated and faculty employees
hired to work less than one-
half time may elect to be a

member

- Non-teaching, noncertificated
school employees working
one-half time or more

- Part-time non-teaching
employees working less than
one-half time may not be a
member

- Non-safety state employees
working one-half time or more

- Non-elected legislative
employee

- Employees working less than
one-half time may not be a
member

- Non-safety state employees
working one-half time or more

- Non-elected legislative employee
- Employees working less than

one-half time may not be a
member

Normal Retirement
Age

60

60

65

Vesting Requirement
for:

- Service

service or
Retirement

service

- Disability
Retirement
Allowance

5.000 years credited service

Note: 30.000 years service

credit required for retirement
between ages 50-55

5.000 years credited service
or 1.000 year credited service
for disability resulting from a
violent act perpetrated during
the course of one’s employ-

5.000 years credited service
or 1.000 year credited service
for disability resulting from a
violent act perpetrated during
the course of one’s employ-

5.000 years credited service

5.000 years credited service

5.000 years credited service

10.000 years credited

5.000 years of credited
earned prior to January 1, 1985
10.000 years of credited service

or at least 5.000 years earned
prior to January 1, 1985

1




ment

ment




STRS

PERS:

Classified School Member

PERS:

State Miscellaneous
(Non-safety) (Tier 1)
Closed to New Members

PERS:

State Miscellaneous
(Non-safety) (Tier II)
Mandatory for new hires 7/1/91

- Survivor Benefits

was

- Basic Death
Benefit

1.000 year service credit

A Lump-Sum Death payment
is payable to the designated
beneficiary(ies), under both
Coverages A ($5,227) and B

($20,908). The amount depends

on the member's coverage and
whether the death occurred
before or after retirement.

Benefits are payable based on whether or not the member was
eligible for retirement at the time of death, e.g., at least age 50

with 5.000 years of service credit

The death benefit amount is

graduated, with the full amount
payable after six years of service

credit.

$5,000 plus 6 months’ salary
(50% of your earnable salary
for the 12 months just before
your death)

Benefits are payable based on
whether or not the member

eligible for retirement at the time of
death e.g., at least age 55 with
10.000 years of service credit

$5,000 plus 6 months' salary
(50% of your earnable salary
for the 12 months just before
your death)

Benefit Formula
Prior to(Normal
Retirement Age):
(Service Retirement)

1.10 @ age 50
1.16 @ age 51
1.22 @ age 52
1.28 @ age 53
1.34 @ age 54
1.40 @ age 55
1.52 @ age 56
1.64 @ age 57
1.76 @ age 58
1.88 @ age 59

1.092 @ age 50
1.156 @ age 51
1.224 @ age 52
1.296 @ age 53
1.376 @ age 54
1.460 @ age 55
1552 @ age 56
1.650 @ age 57
1.758 @ age 58
1.874 @ age 59

1.092 @ age 50
1.156 @ age 51
1.224 @ age 52
1.296 @ age 53
1.376 @ age 54
1.460 @ age 55
1552 @ age 56
1.650 @ age 57
1.758 @ age 58
1.874 @ age 59

0.500 @ age 50*

0.550 @ age 51*

0.600 @ age 52*

0.650 @ age 53*
0.700 @ age 54*

0.750 @ age 55

0.800 @ age 56

0.850 @ age 57

0.900 @ age 58

0.950 @ age 59

1.000 @ age 60

*5 years of credited service

earned prior to 1/1/85.

Benefit Formula At
Normal Retirement
Age

(Service Retirement)

2% @ 60
(2 x years of credited service
x final compensation)

2% @ 60
(2 x years of credited service
x final compensation)

2% @ 60
(2 x years of credited service
x final compensation)

1.25% @ 65
(1.25 x years of credited service
x final compensation)

Age Formula (Factor)
After Age 60
(Service Retirement)

Same as at age 60 - 2%

2.134 @ age 61
2.272 @ age 62
2.418 @ age 63

2.134 @ age 61
2.272 @ age 62
2.418 @ age 63

1.050 @ age 61
1.100 @ age 62
1.150 @ age 63




PERS:

1.200 @ age 64
1.250 @ age 65

PERS:

PERS: State Miscellaneous State Miscellaneous
STRS Classified School Member (Non-safety) (Tier 1) (Non-safety) (Tier II)
Closed to New Members Mandatory for new hires 7/1/91
Rule of 85 No No No No

Final Compensation

Highest average compensa-
tion for 36 consecutive
months. Note: Districts can
choose to provide final com-
pensation averaged over 12
consecutive months

Highest average compensa-
tion for 36 consecutive
months. No option to choose
compensation averaged for
12 consecutive months

Highest average compensa
tion for 12 consecutive
months

Highest average compensation
for 12 consecutive months

Disability Formula
1.125% of

50% of final compensation

(some exceptions in
Coverage A)

1.8% x years of credited ser-

vice x final compensation
Benefit may be improved to
33-1/3% for service credit
between 10 & 18-1/2 years

vice x final compensation
Benefit may be improved to
33-1/3% for service credit
between 10 and 18-1/2 years

1.8% x years of credited ser-

A monthly allowance of

final compensation for each year
of service improved under certain
conditions to 33-1/2% of final com-
pensation, applicable to members
with at least 10.000 years of
service credit

Automatic Cost-of

compounded
Living Adjustment

2% annual simple

2% annual compounded

2% annual compounded

Fixed 3% annual

Purchasing Power 75% 75% 75% 75%
Adjustment

Credit for Unused Yes - for persons who were Yes - for persons who were Yes - for all members regard- Yes
Sick Leave members prior to 7/1/80 members prior to 7/1/80 less of date of hire

Golden Handshake: Yes Yes Yes Yes

2 Years additional
Service Credit




Health Benefits Provided only on a district-by- Provided only on a district-by- Yes (If a member retires either Yes (If a member retires either

After Retirement district basis. Districts may district basis. Districts may 120 days of separation of em- 120 days of separation of employ-
choose to provide PEMHCA choose to provide PEMHCA ployment with the requisite 5, ment with the requisite 5, 10 or
coverage coverage 10 or 20 year vesting require- 20 year vesting requirement)

ment)




STRS

PERS:
Classified School Member

PERS:

State Miscellaneous
(Non-safety) (Tier 1)
Closed to New Members

PERS:

State Miscellaneous
(Non-safety) (Tier II)
Mandatory for new hires 7/1/91

Purchase of
Service Credit

- Out-of-State Yes, Effective 1-1-99 for No No No
Service public school employment
- Military Yes Yes Yes Yes
- Redeposit of Yes Yes Yes Yes
Withdrawn
Contributions
Miscellaneous
Issues
- Ability to Adjust No Yes Yes Yes
Employer Contri-
bution Rate
- Current Contri-
bution Rates
- Employee 8% In Social Security, 7% of In Social Security, 5% of salary In Social Security, none
salary over $133.33 over $513. No Social Security, No contributions by employee
No Social Security, 6% of salary over $317.
7% of salary
- Employer 8.25% 0% (as of FY 1998/99) Varies based on actuarial Varies based on actuarial
calculations (8.541% as of calculations (6.437% as of
FY 1998/99) FY 1998/99)
Social Security No Yes Yes Yes
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Outline of Current Funding Sources and Variables
Ongoing Dollar
Percent Amount
Source of Payrall for 1998-99
A. 1. Elder Full Funding current amortization period three years 4.3% $645,555,000
2. Reamortize the Unfunded Obligation funded entirely by
Elder Full Funding over an extended period and utilize the balance
for new benefits:
10-year period Revised Funding Rate: 1.266% - Balance Available= 2.664% 435,564,000
20-year period Revised Funding Rate: 0.707% - Baance Available=  3.223% 526,960,500
30-year period Revised Funding Rate: 0.524% - Balance Available=  3.406% 556,881,000
OUTSIDE OF PROPOSITION 98
B. Amount outside of Elder Full Funding derived from :
Reduction in normal cost from 16.00% to 15.79% 21% 34,335,000
Shifting administrative expenses from normal cost to a charge against 25% 40,875,000
the fund. Consistent with PERS funding of administrative expenses.
No legidation required. Administrative action by the Board.
Current unused sick leave funding available when TRF 100% funded. 25% 40,875,000
Current ad hoc funding available when TRF 100% funded. -307% 50,194,500
Totals 1.017% 166,279,500
INSIDE OF PROPOSITION 98
C. Annua school lands revenue displayed as a percent of payroll .0127% 2,076,450
D. Increased employee and/or employer contributions
in some stated amount.
. One-Time:
Source Amount
A. School Land Bank Fund $20 million
B. Excess contribution for normal cost in 1997-98 fiscal year $30 million

Proposed: Fund SB-2224, Lee

@ Estimated 1998-99 Pay $16.350 billion



Comparison of Retirement Systems Not Covered by Social Security
(Averages At Retirement)

Colorado | lllinois | Ohio | Louisiana | Texas | Average
Average Age 60 61 58 57 62 60
Average Years Service | 20 24 30 26 29 26
Credit
Normal Retirement Age | 60 60 60 60 60 60

Comparison of Retirement Systems Covered by Social Security
(Averages At Retirement)

Arizona | New Mexico | Oregon [ Washington [ Average

Average Age 61 58 57 55 58

Average Years 22 25 20 28 24
Service Credit

Normal Retirement 65 65 58 60 62
Age 60** 65**
**Tier Il

Revised 4/30/98 09:20am




California State Teachers' Retirement Benefits
Retirement System -- STRS Adequacy and Comparison Study

Demographics

Age at retirement 60 65
Service at retirement 25 30
Final Salary 47,500 57,800
Final Average Salary 45,700 55,600

Retirement Adequacy and Retirement Ratios

Monthly Replacement Replacement Monthly  ReplacementReplacement
Benefit @ 60 Ratio @ 60 Ratio @ 60 Benefit @ 65 Ratio @65 Ratio @65

STRS 1,900 48.0% 2,780 57.7%
403(b) Program (1) 440 11.1% 780 16.2%
STRS, plus 403(b) 2,340 59.1% 3,560 73.9%
Modified STRS (2) 2,240 56.6% 67.7%  [w/ 403(b)] 3,270 67.9% 84.1%
STRS w/ DROP 1,900 48.0% 59.1%  [w/ 403(b)] 3,180 66.0% 82.2%
STRS w/ DROP* 1,900 48.0% 59.1%  [w/ 403(b)] 3,380 70.2% 86.4%

*including member contributions

Monthly Replacement Monthly Replacement
Benefit @ 60 Ratio @ 60 Benefit @65 Ratio @65

STRS 1,900 48.0% 2,780 57.7%
STRS, plus 403(b) 2,340 59.1% 3,560 73.9%
PERS Classified (w/ SS)* 2,950 74.5% 4,710 97.8%
PERS Tier Il (w/ SS)* 2,040 51.5% 3,160 65.6%
PERS Mdf. 1st Tier (w/ SS)* 2,950 74.5% 4,130 85.7%

* Social Security (SS) begins at age 62.

(1) The 403(b) annuity assumes an 8% rate of return. The member is assumed to contribute 3% of salary each year.

(2) The adequacy levels are assumed to be 70% for age 60 and 85% for age 65 with 25 and 30 years, respectively.
In order to achieve the adequacy levels (assuming 3% contributions to the 403(b) by members, the STRS benefit
multiplier would need to be 2.35 rather than the current 2.0. That change would provide 67.7% at 60 and 84.1% at 65.
Modified STRS as shown above uses the 2.35 multiplier in place of the 2.0 multiplier for all ages 60 and after.

EXHIBIT A
Page 1 of 3

[w/ 403(b)]
[w/ 403(b)]
[w/ 403(b)]

STRSben values (1) (1)
5/8/98 2:39 PM



California State Teachers' Retirement Benefits
Retirement System -- STRS Adequacy and Comparison Study

Comparison of Benefits -- STRS versus STRS w/ DROP (no member contributions during DROP)
(age 60 with 25 years of service)
Monthly Benefits

Final Average STRS STRS w/ DROP
Age/Service Salary Salary  (Current Formula) STRS w/ DROP % Increase

60/25 47,500 45,700 1,900 1,900 Escrow Account Annuity Value Total Annuity

61/26 49,400 47,500 2,060 1,940 23,700 160 2,100 1.9%
62/27 51,400 49,400 2,220 1,980 49,800 350 2,330 5.0%
63/28 53,500 51,400 2,400 2,020 78,500 560 2,580 7.5%
64/29 55,600 53,500 2,590 2,060 110,000 800 2,860 10.4%
65/30 57,800 55,600 2,780 2,100 144,500 1,080 3,180 14.4%

NOTE: The DROP plan credits the escrow account with 8% interest. Assumes no Member contributions during the DROP period.
The 2% COLA is applied during the DROP period.

Comparison of Benefits -- STRS versus STRS w/ DROP (member contributions continue during DROP)
(age 60 with 25 years of service)
Monthly Benefits

Final Average STRS STRS w/ DROP
Age/Service Salary Salary  (Current Formula) STRS w/ DROP % Increase

60/25 47,500 45,700 1,900 1,900 Escrow Account Annuity Value Total Annuity

61/26 49,400 47,500 2,060 1,940 27,800 190 2,130 3.4%
62/27 51,400 49,400 2,220 1,980 58,500 410 2,390 7.7%
63/28 53,500 51,400 2,400 2,020 92,300 660 2,680 11.7%
64/29 55,600 53,500 2,590 2,060 129,500 950 3,010 16.2%
65/30 57,800 55,600 2,780 2,100 170,400 1,280 3,380 21.6%

NOTE: The DROP plan credits the escrow account with 8% interest. Assumes Member contributions continue during the DROP period.
The 2% COLA is applied during the DROP period.

EXHIBIT A
Page 2 of 3

STRSben values (1) (1)
5/8/98 2:39 PM



California State Teachers' Retirement Benefits Exhibit C

Retirement System -- STRS Adequacy and Comparison Study 1of2
Comparison of Benefits -- STRS versus PERS Classified (without Social Security)
Monthly Benefits Present Value
Final Average STRS PERS PERS

\ge/Service  Salary Salary Current Formula  Classified STRS Classified % increase
60/25 47,500 45,700 1,900 1,900 278,300 286,400 2.9%
61/26 49,400 47,500 2,060 2,200 296,600 325,800 9.8%
62/27 51,400 49,400 2,220 2,530 314,000 367,600 17.1%
63/28 53,500 51,400 2,400 2,900 333,000 413,100 24.1%
64/29 55,600 53,500 2,590 3,130 352,200 436,600 24.0%
65/30 57,800 55,600 2,780 3,360 370,000 458,400 23.9%

NOTE: PERS Classified uses Average Salary and has a 2% compound COLA formula. Social Security is not included.

Comparison of Benefits -- STRS w/ DROP (with member contributions) versus PERS Classified (without Social Secur

Monthly Benefits _ _Present Value
Final Average STRS STRS PERS STRS STRS PERS PERS vs STRS
\ge/Service  Salary Salary Current w/ DROP  Classified Current W/ DROP Classified  w/ DROP % incr.
60/25 47,500 45,700 1,900 1,900 1,900 278,300 278,300 286,400 2.9%
61/26 49,400 47,500 2,060 2,130 2,200 296,600 306,700 325,800 6.2%
62/27 51,400 49,400 2,220 2,390 2,530 314,000 338,000 367,600 8.8%
63/28 53,500 51,400 2,400 2,680 2,900 333,000 371,900 413,100 11.1%
64/29 55,600 53,500 2,590 3,010 3,130 352,200 409,300 436,600 6.7%
65/30 57,800 55,600 2,780 3,380 3,360 370,000 449,900 458,400 1.9%

NOTE: PERS Classified uses Average Salary and has a 2% compound COLA formula. Social Security is not included.

Comparison of Benefits -- STRS w/ DROP (no member contributions) versus PERS Classified (without Social Securit

Monthly Benefits _ _Present Value
Final Average STRS STRS PERS STRS STRS PERS PERS VS STRS
\ge/Service  Salary Salary Current w/ DROP Classified Current w/ DROP Classified  w/ DROP % incr.
60/25 47,500 45,700 1,900 1,900 1,900 278,300 278,300 286,400 2.9%
61/26 49,400 47,500 2,060 2,060 2,200 296,600 296,600 325,800 9.8%
62/27 51,400 49,400 2,220 2,220 2,530 314,000 314,000 367,600 17.1%
63/28 53,500 51,400 2,400 2,400 2,900 333,000 333,000 413,100 24.1%
64/29 55,600 53,500 2,590 2,590 3,130 352,200 352,200 436,600 24.0%
65/30 57,800 55,600 2,780 2,780 3,360 370,000 370,000 458,400 23.9%

NOTE: PERS Classified uses Average Salary and has a 2% compound COLA formula. Social Security is not included.
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Assenbly Bill 385, Assenbly Menber CGoldsmith
(As Amended 1/14/98)
Recommended Position: Neutral if Anended
(Staff Recommendati on)
Proponent s: California Teachers Associ ati on

California School Enpl oyees
Associ ati on Montebell o Teachers
Associ ati on

Qpponent s: Cal PERS - Neutral with Anmendnents
SUMVARY

This bill would establish a procedure for a school district to
convert to a “hone rule” school district by a resolution of
the district’s governing board. The bill also establishes a
procedure for granting honme rule petitions for the
establi shment of new home rule school districts through the
State Board of Education. Under this bill a home rule school
district would be treated simlarly to a charter school

H STORY

Chapter 849, Statutes of 1996 (SB 1883, Hayden), lifted the
cap on the total nunber of charter schools in the state,
originally set at 100, to 112, with the last 12 reserved for
Los Angeles Unified School District.

AB-385 is very simlar to AB-66 (Goldsmth), fromthe 1995-96
Session, which was vetoed by the Governor because of the
requi renent that home rule districts hire only credential ed
teachers and retain existing collective bargai ning provisions.

CURRENT PRACTI CE

Under current law, a group or individual nmay circulate a
petition to create a "charter school"™ wthin an existing
public school district. A charter school, wth sone
exceptions, is governed by the provisions of the charter,
rather than the requirenents of state |aw, |ocal policies, or
| ocal collective bargaining agreenents. Charters nust include
a variety of provisions including pupil achi evenent,
governance of the school, adm ssions, discipline, staff
qual i fications, certain enployee rights, and a nunber of other
criteria. Charter petitions nust be signed by at |east half
of the teachers at the school (or by 10 percent of the
teachers district-wi de) and approved by the school district's
gover ni ng board.
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On Decenber 11, 1997, SR International conpleted the interim
eval uation of charter schools that was required by AB 2135
(Mazzoni), Chapter 767, Statutes of 1996. However, the
eval uation does not speak specifically to the issue of hone
rul e school districts.

DI SCUSSI ON

According to the California Teachers’ Association, the bill
woul d free participating school districts fromthe provisions
of the Education Code, while preserving provisions relating to
col l ective bargaining agreenents. Under the bill, the new hone
school districts nust wuse credentialed teachers and be
evaluated. The 20 hone rule school district petitions,
approved by the State Board of Education, nust contain the
sane descriptions of academ c standards, operating procedures,
and parental involvenent as charter schools.

Specifically, AB-385 requires that school district governing
boards enact a resolution stating the district's willingness
to be presented with honme rule petitions and acknow edgi ng the
district's responsibility to pay for the costs of verifying
si gnatures on any petition.

The hone rule district charter petitions nust be signed by 50
percent of the teachers in the district. The revocable charter
itself nust include a specific program description, but may
not alter the existing statutory requirenents related to the
menber shi p and el ection of school district governing boards.

AB- 385 has no direct inpact on STRS, however, the bill does
require that hone rule school districts recognize existing
col l ective bargaining | aws, statutory due process rights for
certificated enployees, and civil service and nerit systens
for classified enployees. These are the sanme anendnents which
were included in the charter school provisions stating that
school s choosing to be covered by STRS for retirenent purposes
must be subject to Part 13 of the Education Code.

The bill limts the nunber of hone rule school districts that
may operate during a school year to 20 and specifies that, for
1998-99, 1999- 2000 and 2000-2001, no nore than five of the 20
home rule districts approved by the State Board of Education
may be districts with operating budgets in excess of $100
mllion.
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School districts over 400,000 Average Daily Attendance woul d
not be permtted to becone a hone rule school district.

The bill also requires the Legislative Analyst to contract for
an evaluation of hone rule school districts and present the
results to the Legislature and Governor by January 1, 2004.

AB- 385 has no direct inpact on STRS, however, the bill does
contai n anbi guous | anguage relating to the retirenent system
coverage for teachers within the hone rule school districts
and should be clarified wth amendnents. These are the sane
anendnents which were included in the charter school
provi sions stating that schools choosing to be covered by STRS
for retirenment purposes nust be subject to Part 13 of the
Educati on Code.

FI SCAL | MPACT
Program - None.

Adm nistrative - STRS staff notes an increased work | oad,
however, absorbable wi thin existing resources.

POSI TION - Neutral if Amended (Staff Recommendati on)

AB- 385 should be anended to reflect the retirement system
coverage for enployees of the honme rule school districts
created under the bill.
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Assenbly Joint Resol ution 63, Assenbly Menber Prenter
(I'ntroduced 4/02/98)

Recomended Posi ti on: Co- Sponsor (St af f Recomnmendat i on)

Proponent s: California Retired Teachers
Associ ation (Sponsor)

Qpponent s: Unknown

SUVVARY

Assenbly Joint Resolution 63 would nenorialize the President
and the Congress to approve the appropriation of specified
funds fromthe sale of the Elk Hlls Naval Petrol eum Reserve
for the benefit of retired nenbers of the State Teachers'
Retirenent System (STRS).

H STORY

AB-59 (Chapter 985, Statutes of 1988) required any revenues
related to the State’s claimto school lands within the Elk
Hills Naval Petrol eum Reserve Nunber 1 be deposited into the
School Land Bank Fund. Interest earnings were directed to the
Teachers’ Retirenent Fund for distribution on a pro rata basis
to STRS benefit recipients whose paynents are bel ow 75% of
pur chasi ng power.

AJR-38 (Chapter 50, Statutes of 1990) nenorialized the
Presi dent and Congress to recognize the right of the state to
two school land sections within Elk Hlls and to nmake them
avai lable to the state.

SIJR-27 (Chapter 68, Statutes of 1996) nenorialized the
President and Congress to sell Elk HIls while recognizing the
state’s valid claimto two school l|and sections within the
Reserve and to conpensate California s retired teachers for
their 9% interest in the Reserve upon its sale.

CURRENT PRACTI CE

The annual installnments that STRSis to receive for the sale
of Elk HIls wll assist in the funding of 75% Purchasing
Power for retired nenbers, pursuant to SB-1026 (Chapter 939,
Statutes of 1997).
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DI SCUSSI ON

Elk HIls Appropriation

STRS continues to work with key Californians in Congress to
actively pursue the appropriation necessary to fund the first
$36 mllion install ment of conpensation due to the State for
its interest in Elk HIls. Under the settlenent agreenent wth
the Federal CGovernnent, the state should receive in each of
the Federal Governnents’ fiscal years (Cctober 1° through
Sept enmber 30'"), approximately $324 million payable to the
Teachers’ Retirenment Fund in seven annual installnments under
the terns of the settlenent between the state and the
Depart ment of Energy.

STRS filed a statenent regarding the Elk Hlls conpensation
issue wth the House and Senate Interior and Related
Agenci es Appropriations Subcommttee. In addition, Attorney
General Lungren wote a letter to House Subconmttee
Chairman Ral ph Regula (R-Chio) and Senate Subcommttee
Chairman Slade CGorton (R-Wash) in strong support of the
State’s position.

A key obstacle to overcone is the budget scoring hurdle.

Sal es proceeds of $3.65 billion have cone into the Federal
Governnment from an outside source. The Federal Governnent
will save $84 mllion in the comng year from no |onger

having to operate the oil field. As Congress directed,
$324 nmillion has been set aside in a special fund for the
paynment of conpensation to California. However, because of
arcane budget scoring rules, at least for now, the EIk HIIs
conpensation paynent is being treated as a new spending
program that nust conpete for funds under the overal
spending caps with the budgets of existing progranms under
the jurisdiction of the Interior and Related Agencies
Appropriations Subcommttees in both the House and the
Senat e.

Thus far, both the House and the Senate Interior
Appropriations Subconmttees have shown a reluctance to
i nvade other prograns to fund the California settlenent,
particularly because these Subcommttees received no
“credit” under the budget scoring rules in crafting their
pi ece of the Federal budget for the $3.65 billion in sales
revenues that the Federal CGovernnent received for Elk HIIs.
Rep. Bill Thomas (R-Bakersfield) already has tal ked to House
Budget Chairman John Kasich (R-Chio) and the Chairnman of the
Appropriations Subcommttee, and full House Appropriations
Commttee, as well as to others in the House Leadership to
remnd them that there was an agreenent for the State to
receive its conpensation, that the State has foll owed the



process Congress laid out and has honored its conmtnent,
and that nowis the tine for the Federal Governnment to honor
its colmmtnent to the State.
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FI SCAL | MPACT
Program - No i npact.

Adm ni strative - No inpact.

POSI TI ON - Co- Sponsor (Staff Reconmendati on)

STRS nust ensure that the agreenent related to Elk HIlls is
satisfied and that the state receives each of its annual
install ments. This appropriation, anong others, wll support
75% pur chasi ng power for STRS nenbers as enacted in SB-1026
(Chapter 939, Statutes of 1997).
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Senate Bill 2224, Senat or Lee (Introduced 2/20/98)

Posi ti on: Co- Sponsor (Staff Reconmendati on)
Proponent s: CRTA ( Sponsor)

Qpponent s: Unknown

SUVVARY

This bill would provide for the return to an unnodified
al  onance for certain nenbers who retired prior to 1991 under
specified conditions. Funding for the bill would be provided

fromJuly 1, 1999 until June 30, 2017 from the School Lands
Revenue.

H STORY

SB-754 (Chapter 911/93) allowed STRS nenbers who retired
before January 1, 1991, under Option 2 or Option 3, to elect
to change to Option 6 or Option 7 (added by SB-682 Chapter
97/90) during the period of July 1, 1994 through Decenber 31,
1994. The retired nenber could change options only if the
option beneficiary was not deceased at the tinme of the change
in options, the sanme option beneficiary was named, and the

option beneficiary had no known termnal illness. The
retirement allowance payable to the retired nenber after an
option change under this bill would be reduced from the

current nodified all owance.

SB-1658, fromthe 1996 |egislative session, was introduced to
all ow STRS nenbers who retired under Options 2, 3, 4, or 5
before January 1, 1991 to return to the unnodified all owance
anmount if the option beneficiary had died before January 1,
1995. SB- 1658 was | ater anended to exclude Option 4 and 5
retired nenbers fromeligibility and, ultimately, the bill was
anended to require a study to determne the cost and inpact to
STRS of providing this benefit.

CURRENT PRACTI CE

A nmenber who is retired under an option has his or her
al l ownance nodified in order to provide a continuing all owance
to the specified option beneficiary. The factors used in the
nmodi fication are determned by the option selected and the
ages of the retired nmenber and option beneficiary. Current
statutes provide for six options, Options 2, 3, 4, 5 6, &7.
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Option 6 and Option 7, which were not available prior to
January 1, 1991, allow for the retired nenbers’ allowance to
return to the unnodi fied anount if the option beneficiary pre-
deceases the retired nenber. Options 2, 3, 4 and 5 do not
allow for the retired nenbers’ allowance to return to the
unnodi fi ed anmount .

The annual revenues deposited to the Teachers’ Retirenent Fund
(TRF) pursuant to Section 6217.5 of the Public Resources Code
are distributed annually, in conjunction with the proceeds of
the Supplenental Benefit Maintenance Account (SBMA), in
quarterly suppl enmental paynents to provide purchasi ng power
protection of up to 75 percent for those retired nenbers who
have seen the purchasing power of their all owances erode bel ow
that | evel

DI SCUSSI ON

This bill would return the retirenent allowance of any retired
menber to the unnodified allowance subject to all of the
followng criteria:

The nenber retired prior to January 1, 1991;

The nmenber selected Option 2, 3, 4, or 5;

The beneficiary of the nmenber died prior to January 1,
1995;

The nmenber has not selected a new beneficiary; and,
The unnodi fied all owance is greater than the nodified
al l omance plus the benefit adjustnents and the
quarterly suppl enental paynents the retired nenber is
receiving.

ik whoRE

There are approximately 2,509 nenbers who would qualify to
make this election and have their retirenent allowances
returned to the unnodified amount. Menbers who had retired
prior to January 1, 1991 and whose option beneficiary was
still living had the opportunity to make a simlar election in
1994.

The General Fund transfers 2.5 percent of payroll annually to
the SBMA to fund purchasing power protection. The revenue
recei ved pursuant to Section 6217.5 of the Public Resources
Code, in conjunction with the proceeds of the SBMA, fund the
75 percent purchasi ng power protection provided by the Ruth Q
de Prida Pension Protection Act of 1997 (SB-1026, Chapter
939). If the revenue received pursuant to Section 6217.5 of
the Public Resources Code is no l|longer available to fund
pur chasi ng power protection, the supplenmental paynents wll be
di sbursed solely fromthe SBVA
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The inpact that wll have on the long range forecast for

fundi ng suppl enental paynents at 75 percent is mninmal as the
revenue fromthe school |ands has averaged only $3 mllion a
year during the sane period, 1989/90-1997/98, that the
suppl emrent al paynents have averaged around $175 mllion.

Staff is recommending instead, however, that this bill be
funded fromthe excess normal cost contributions contributed
in the 1997-98 fiscal. Approximately $32 nmillion in excess

contributions has been set aside in a reserve account. These
contributions resulted fromthe reduction in the nornal cost
of STRS effective July 1, 1997. This would |eave all
pur chasi ng power funding sources intact.

FI SCAL | MPACT

Program - The actuary has determined that it would cost
approxi matel y $31, 786, 000, or .016 percent of payroll over the
next 18 years, to provide this benefit. The revenue received
from school l|ands, while not directly tied to payroll, was
. 0127 percent of payroll this past year, which would have been
. 0033 percent of payroll, or $485 thousand, |ess than needed.

The annual revenues pursuant to Section 6217.5 of the Public
Resources Code fluctuate from year to year. Since the
inception of the program 1984-85, they have ranged from a
hi gh of $10, 119,124 to a |low of $1,197,500, with an average
over the 14 years of $4,467,501. | f the annual revenue
exceeds annual benefit expense there will be no program cost,
however, to the extent the revenue falls short of the annual
benefit, there will be a program cost. The fundi ng period
provided in this bill could be extended, if needed, thereby
al l eviating any potential underfunding.

Adm nistrative - Mnor and absor babl e.

POSI TI ON - Co-sponsor (Staff Reconmendati on)

Staff recomends the Board co-sponsor this bill and fund the
bill fromexcess normal cost contributions.

05/08/98 11:16:18 AM
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CA AB 88

CA AB 385

AUTHOR: Baca

TITLE: STRS: Rule of 85
AMENDED: 04/02/98
LOCATION: Senate PE&R
POSITION: *Support

SUMMARY : Thisbill would alow a member of STRSwho is 55 years of age, or any
older age specified by the Board, to retire on or after July 1, 1999 with full retirement
benefits if the member’s age, plus years of credited service, equals or exceeds 85.
April 2, 1998 amendments corrected March 23, 1998 drafting error.

COSTS: Program - None, paid by employer.
Administrative - None, paid by employer.

P - CTA (Sponsor), ACSA, BOG, CFT, CRTA, STRS, UTLA
O - Cd-Tax

AUTHOR:  Goldsmith

TITLE: Home Rule School Digtricts

AMENDED: 01/14/98

LOCATION: Senate Education Committee

POSITION: Neutral, if amended (Staff Recommendation)

SUMMARY': Allows school districts to convert to “home rule” school districts.
Requires the Legidative Analyst to contract for evaluation of the districts. Provides
that the districts are public school employers for collective bargaining purposes.
Petitions for such districts, granted by the Department of Education and district
governing board for five years, are revocable, and may be renewed.

COSTS: Program - None.
Administrative - Minor and absorbable.

P- CTA, CSEA, Montebello Teachers Association
O - None Known

* Approved by the Board Page 1
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CA AB 884

CA AB 1102

AUTHOR: Honda

TITLE: Compounded COLA
AMENDED: 03/02/98
LOCATION: Senate PE&R
POSITION: *Support, if amended

SUMMARY : Would amend the TRL to provide that beginning September 1, 1999,
the "2% improvement factor" applied to benefit payments from the STRS Defined
Benefit Plan shall be compounded.

COSTS: Program - 0.944% of payroll or $146 million annually (1997/98
payroll estimated $15 hillion).
Administrative - one time cost of $196,000.

P - CFT (Sponsor), ACSA, BOG, CRTA, CTA, FACCC, UTLA
O - Cd-Tax, DOF

AUTHOR:  Knox

TITLE: Unused Sick Leave Service Credit
AMENDED: 04/13/98

LOCATION: Senate PE&R

POSITION: *Support

SUMMARY : Extends dligibility to receive credit at retirement for unused sick leave
to those who became members on and after July 1, 1980, and who retire on or after
January 1, 1999. April 13, 1998 amendments require an employer to make fixed
contributions determined by the Board.

COSTS: Program - .272% of payroll or $42 million annually.
Administrative - Minor, absorbable.

P - CTA (Sponsor), ACSA, BOG, CFT, CRTA, CSEA, FACCC, PERS, STRS,
UTLA
O - None Known

* Approved by the Board Page 2
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CA AB 1166 AUTHOR: House
TITLE: Minimum Standards for Community College Counselors and
Librarians, Part Time and Adult Ed
AMENDED: 01/27/98
LOCATION: Senate PE&R
POSITION: *Co-sponsor

SUMMARY': Establishes a minimum standard of 175 days or 1,050 hours for full-
time service and compensation for California community college counselors and
librarians. Clarifies the full-time service for adult education programs and part-time
credit and non-credit and adult education community college instructors. Makes
technical amendments to Public Employees’ Retirement System (PERS) law.

COST: Program - None.
Administrative - Minor, absorbable.

P - PERS, STRS (Co-sponsors)
O - None

* Approved by the Board Page 3
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CA AB 1744 AUTHOR: Knox, Honda & Perata
TITLE: Tobacco Investments
LOCATION: Assembly Appropriations
POSITION: Oppose (Staff Recommendation)

SUMMARY:: This bill would: 1) prohibit new or additional investments by the State
Teachers Retirement Fund and the Public Employees’ Retirement Fund in tobacco
companies on and after January 1, 1999; and 2) require phased divestment of one-
third of current holdings each year beginning January 1, 2000, and continuing until
January 1, 2002. The bill provides for indemnification for Board members and their
agents and employees in the event of lawsuit.

COST: Program - Unknown, but potential for decreased return due to lost
opportunity cost.
Administrative - Possible one time cost of $8.1 million in lost
commissions, or 2.15% of the value of STRS tobacco holdingsto
divest in tobacco related investments

P - Author (Sponsors), AFSCME, American Lung Association, California Firefighters
Association, CalPIRG, CTA, Phil Angelides for Treasurer

O - Cd-Tax, CRTA (Unless amended), PERS, The Smokeless Tobacco Council, The
Tobacco Institute

* Approved by the Board Page 4
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CA AB 2357

CA AB 2616

AUTHOR:  Olberg

TITLE: State Trust Funds: Investments
LOCATION: Assembly PER&SS (Held in committee)
POSITION: Oppose (Staff Recommendation)

SUMMARY': Requires the phased divestment of state trust money investments,
until January 1, 2001, in business firms that promote musical works that encourage
specified acts, including degradation of females. Heard in Assembly PER& SS on
April 22, 1998.

COST: Program -A total of 4.99% of STRS domestic equity portfolio
consists of Entertainment/Publishing/Newspaper holdings;
26,208,669 shares with a market value of $1.812 hillion.
Administrative - Undetermined, substantial costs relating to initial
identification and sales in divestiture, and monitoring.

P - Author (Sponsor), Association for Los Angeles Deputy Sheriffs, Attorney
General’s Office, California Peace Officers Association, California Police Chiefs
Association

O - American Civil Liberties Union, Free Speech Coalition, Motion Picture
Association of America, Inc., PERS, Recording Industry Association of America

AUTHOR:  Prenter
TITLE: Increased Age Factor
LOCATION: Assembly Appropriations

SUMMARY : Incrementally increases the benefit factor of 2% at age 60 to 2.5% at
age 70.

COST: Program - A total contribution rate increase of 1.275% amortized
over 30 years.
Administrative - Minor and absorbable. START Project costs are
undetermined at this time.

P - CTA (Sponsor), CFT, CRTA, UTLA
O - Unknown

* Approved by the Board Page 5
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CA AB 2765 AUTHOR:  Assembly PER&SS

CA AB 2766

TITLE: STRS Technical Housekeeping
LOCATION: Assembly Appropriations
POSITION:  *Sponsor

SUMMARY: Would make various technica and conforming changes to the
TRL. Will extend the sunset date to January 1, 2004 for the Golden Handshake
Program.

COST: Program - None.
Administrative - None.

P - STRS (Sponsor), CFT
O - None Known

AUTHOR:  Assembly PER& SS

TITLE: Final Comp for LAUSD & Return to Unmodified
LOCATION: Assembly Appropriations

POSITION: *Oppose

SUMMARY: Would 1) add adefinition of final compensation for specified LAUSD
members and if that new definition results in a higher benefit funding would be
provided by LAUSD and 2) provide for the return to an unmodified allowance for
certain members who retired prior to 1991 under specified conditions. Funding for the
return to the unmodified allowance would be provided from July 1, 1999 until June
30, 2017 from the School Lands Revenue.

COST: Program - 1) None for the final compensation portion of the hill,
because LAUSD would be required to pay the actuarial present vaue
of any benefit increase; and, 2) $31 million on the return to
unmodified portion.

Administrative - Significant, approximately $500,000 for
implementation of the LAUSD final compensation proposal.

P- ACSA, Retired , and Regent 16 (Sponsor)
O- STRS

* Approved by the Board Page 6
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CA AB 2768 AUTHOR: Assembly PER&SS
TITLE: Board Elections
LOCATION: Assembly Appropriations
POSITION: *No Position

SUMMARY : Requiresthat the four “teacher” members of the Teachers Retirement
Board be elected to the Board from their respective constituencies rather than
appointed by the Governor.

COST: Program - None.
Administrative - $614,296 per election, or $153,574 per year.
Annual costs would vary according to the Board composition under
election.

P - PER&SS (Sponsor), CTA, CFT
O - None Known

CA AB 2804 AUTHOR: Assembly PER& SS
TITLE: STRS Benefits
LOCATION: Assembly PER&SS

SUMMARY: The TRL permits retired members who retired from service on or
before July 1, 1996, to be exempt from specified post-retirement school employment
limitationsin order to meet the objectives of the Class Size Reduction Program, until
July 1, 1999. This bill would permit retired members who retired on or before July 1,
1998, to be employed by school districts to meet the objectives of the Class Size
Reduction Program, until July 1, 2002. The Assembly PER&SS Committee is
expected to propose substantial amendments to the bill at its April 22, 1998 hearing.

COST: Program - None.
Administrative - Minimal and absorbable within existing resources.

P - Assembly PER& SS
O - None Known

* Approved by the Board Page 7
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CA AR 63

CA SB 610

AUTHOR: Prenter

TITLE: Elk Hills Naval Petroleum Reserve
LOCATION: Assembly PER&SS

POSITION: Co-sponsor (Staff Recommendation)

SUMMARY : Memoridizes the President and Congress to approve the appropriation
of specified funds from the sale of the Elk Hills Petroleum Reserve for the benefit of
retired members of the State Teachers' Retirement System.

COST: Program - No impact.
Administrative - No impact.

P - CRTA (Sponsor)
O - None Known

AUTHOR: O Conndl

TITLE: Reciprocity for ‘37 Act Counties
AMENDED: 04/15/98

LOCATION: Assembly PER&SS

POSITION: *Support

SUMMARY : Would extend reciprocal rights and limitations, which are
applicable to members of PERS, to members of ' 37 Act Counties retirement
system who are also members of the State Teachers' Retirement System
Defined Benefit Plan.

COSTS: Program - None.
Administrative - Minor.

P - SEIU (Sponsor), AFSCME, California State Association of Counties,
Sacramento County Deputy Sheriff’s Association, STRS
O - DOF

* Approved by the Board Page 8
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CA SB 1021

CA SB 1433

AUTHOR: Senate PE&R
TITLE: Federal Compliance
AMENDED: 01/16/98
LOCATION: Assembly PER&SS
POSITION: *Co-sponsor

SUMMARY: Amends the TRL to bring STRS into compliance with federa changes
applicable to the STRS Defined Benefit Plan enacted by Congress under the Pension
Simplification Act.

COSTS: Program - Unknown.
Administrative - Unknown.

P - PERS, STRS, and 37 Act Counties (Co-sponsors), AFSCME
O - None Known

AUTHOR: Hayden
TITLE: Tobacco Investments
LOCATION: Senate, Second Reading

SUMMARY:: This bill would: 1) prohibit new or additiona investments by the State
Teachers Retirement Fund and the Public Employees’ Retirement Fund in tobacco
companies on and after January 1, 1999; and 2) require phased divestment of current
holdings each year beginning January 1, 1999, and continuing until January 1, 2003.

COST: Program - Unknown, but potential for decreased return due to lost
opportunity cost.
Administrative - Possible one time cost of $8.1 million in lost
commissions, or 2.15% of the value of STRS tobacco holdingsto
divest in tobacco related investments

P - Author (Sponsor), AFSCME, American Cancer Society, American Heart
Association, American Lung Association, California Professional Firefighters
Association, CalPIRG, CTA, Phil Angelidesfor Treasurer

O - Cal-Tax, CRTA (Unless amended), PERS, The Tobacco Institute

* Approved by the Board Page 9
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CA SB 1486

CA SB 1528

AUTHOR: Raney

TITLE: New Option Beneficiary
AMENDED: 03/26/98

LOCATION: Senate Appropriations
POSITION: *Support, if anended

SUMMARY : Would under specified circumstances, authorize a retired member to
designate a spouse as his or her new option beneficiary.

COST: Program - None if bill isamended as suggested.
Administrative - Minor and absorbable.

P - Constituent (Sponsor), CRTA, CTA, STRS (Support, if amended)
O - None Known

AUTHOR: Schiff

TITLE: Health Insurance for STRS Members
LOCATION: Senate Appropriations

POSITION:  Co-sponsor (Staff Recommendation)

SUMMARY': Authorizes the Teachers Retirement Board to contract for health
insurance, including vision and dental care, for active and retired STRS members,
beneficiaries, children, and dependent parents.

COST: Program - None.
Administrative - None. Once operational, the program will be
member-funded. However, $200,000 in start-up costs would be
needed and are not provided in the bill.

P - CRTA (Sponsor), AFSCME, CTA, STRS
O - None Known

* Approved by the Board Page 10
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CA SB 1753

CA SB 1945

AUTHOR: Schiff

TITLE: Board Investment Decisions
LOCATION: Senate PE&R

POSITION: *Neutrd, if amended

SUMMARY: The hill prescribes procedures for the consideration of specified
financial matters involving vendors and contractors in closed sessons of the TRB and
the Board of Administration Public Employees Retirement System and the disclosure
of gifts and campaign contributions. Requires disclosure within 12 months and
prohibits specified board member communications.

COST: Program - None.
Administrative - No fiscal impact.

P - Author (Sponsor), California Professional Firefighters, CRTA, CTA,
Sacramento County Deputy Sheriffs' Association
O - PERS (Oppose, unless amended)

AUTHOR: Karnette

TITLE: STRS Home Loan Program
LOCATION: Senate Appropriations
POSITION: *Co-sponsor

SUMMARY : Establishes a 100% financing member home |oan program, providing
STRSto loan up to 5% of the home's purchase price/value, using up to 50% of the
members /buyers’ retirement contributions as collateral.

COST: Program - No fiscal impact.
Administrative - None. Member-funded.

P - Author, STRS (Co-sponsor), CFT, CRTA, CTA
O - None Known

* Approved by the Board Page 11
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CA SB 2047

CA SB 2085

AUTHOR: Lewis

TITLE: Change in Option
AMENDED: 04/13/98
LOCATION: Senate Public Safety
POSITION: *Sponsor

SUMMARY : Would: 1) provide Option 8 allowing a member to select more than
one option beneficiary, effective January 1, 2000, 2) provide for a change from Option
4 or 5to Option 6 or 7 under specified circumstances, and 3) provide members upon
retirement under an option with the greater of the benefit determined under the option
factorsin place at the time of retirement or in place at the time of election of a pre-
retirement election of an option.

COST: Program - None.
Administrative - Approximately $125,000 is estimated as the cost
for system modifications, printing, and postage necessary for the
implementation of the change in options and the greater of the
option factors.

P - STRS (Sponsor), CFT, CTA, CRTA, Family Law Section of State Bar of
Cdifornia
O - None

AUTHOR: Burton

TITLE: STRS Cash Balance Plan
LOCATION: Senate PE&R
POSITION: *Co-sponsor

SUMMARY: Mergesthe CB and the DB Plans and their respective trusts into the
Teachers Retirement Fund (TRF).

COST: Program - No fiscal impact.
Administrative - None.

P - CFT, FACCC, STRS (Co-sponsors)
O- None

* Approved by the Board Page 12
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CA SB 2126

CA SB 2224

Revised 05/08/98 11:30:48 AM

AUTHOR:  Senate PE&R

TITLE: Repurchase of Service Credit (SB-1027 Follow-up Bill)
LOCATION: Senate Appropriations

POSITION:  *Sponsor

SUMMARY': Allows STRS members to take up to 120 months to pay for permissive
service purchases consistent with the payback period for out-of-state service credit.
Allows purchased out-of-state service credit to count toward vesting. Authorizes the
purchase of nonqualified service.

COST: Program - Unknown.
Administrative - Unknown.

P -STRS (Sponsor), CFT
O- None Known

AUTHOR: Lee

TITLE: Return to Unmodified

LOCATION: Senate PE&R

POSITION: Co-sponsor (Staff Recommendation)

SUMMARY : Would provide for the return to an unmodified allowance for certain
members who retired prior to 1991 under specified conditions. Funding for the bill
would be provided from July 1, 1999 until June 30, 2017 from the State Lands
Revenue.

COST: Program - $31 Million.
Administrative - Minor and absorbable.

P - CRTA (Sponsor)
O- None Known

* Approved by the Board Page 13
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L EGEN D OF ABBREVIATIONS
P=PROPONENTS O = OPPONENTS

ORGANIZATION

AALA
ACCCA
ACLU
ACSA
AFSCME
AFT
AGENCY
ALADS
ART
AGO
BOE
BOG
Cal-Tax
CadPIRG
CASBO
CCA
CCAE
CFA
CFT
CHA
CPOA
CPCA
CPFFA
CRTA
CSBA
CSEA
CSL
CsuU
CTA
DOE
DOF
DGS
DPA
FACCC
FTB
FSC
LAUSD
MPAA
OCDE
PERS
RPEA

Associated Administrators of Los Angeles

Association of California Community College Administrators
American Civil Liberties Union

Association of California School Administrators
American Association of State, County and Municipal Employees
American Federation of Teachers

State and Consumer Services Agency

Association for Los Angeles Deputy Sheriffs
Association of Retired Teachers

Attorney Generals Office

Board of Equalization

Board of Governors, California Community Colleges
Cdlifornia Taxpayers Association

Cdlifornia Public Interest Group

California Association of School Business Officers
Community College Association

California Council for Adult Education
Cdlifornia Faculty Association

California Federation of Teachers

California Heart Association

California Peace Officers Association

California Police Chiefs Association

Cdlifornia Professional Firefighters Association
California Retired Teachers Association

California School Boards Association

Cadlifornia School Employees Association

Cdlifornia Senior Legidature
Cdlifornia State University

California Teachers Association

Department of Education

Department of Finance
Department of General Services

Department of Personnel Administration

Faculty Association of California Community Colleges
Franchise Tax Board

Free Speech Coadlition

Los Angeles Unified School District

Motion Picture Association of America, Inc.

Orange County Department of Education

Public Employees Retirement System

Retired Public Employees Association
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L EGEND OF ABBREVIATIONS
P=PROPONENTS O = OPPONENTS

ABBREVIATION ORGANIZATION

RIAA Recording Industry Association of America
SACRS State Association of County Retirement Systems
SBMA Supplemental Benefit Maintenance Account
SDCOE San Diego County Office of Education

SEIU Service Employees Internationa Union

SLC State Lands Commission

SSC School Services of California

SSDA Small School Districts Association

START State Teachers Automation Redesign Team
STRS State Teachers' Retirement System

TFD Teachersfor Fair Disability

TRB Teachers Retirement Board

TRF Teachers Retirement Fund

TRL Teachers Retirement Law

USERRA Uniformed Services Employment and Reemployment Rights Act
UTLA United Teachers Los Angeles

STANDING COMMITTEESOF THE ASSEMBL Y/SENATE

Assembly PER&SS  Assembly Public Employees Retirement and Social Security
Senate PE& R Senate Public Employment and Retirement
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